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CHICAGO IN FLAMES—The rush for life over Randolph Street Bridge 
—from a sketch by John R. Chapin 





On the back of one of the drawers in 
the desk, H. H. Walker wrote these 
words, “This desk I desire to pass in 
N THIS roaring holocaust the Chicago office of the family down to the youngest son 


THE Home INsuRANCE ComPaANy was burned to ashes. as a memento of the 60 days’ hard work 
by its possessor at Chicago, Ills. 1871.” 





This did not, however, prevent settlement of claims 
insured by the Company. H. H. Walker, Adjuster of 
THE Home, sat behind this desk, which is now in the 











H. V. Smith Museum collection; and from improvised 


headquartérs accomplished settlement of losses sX TH E HOM E kg 
amounting to more than $3,000,000. The prompt- 

ness and reliability with which insured losses were Srsarance Conpany 
paid emphasize today the calibre of protection NEW YORK 

always afforded by companies of THe Home FLEET. FIRE * AUTOMOBILE MARINE INSURANCE 
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TO-DAY’S 
PRICE TAGS 
tell why you 
should be out 
selling 
mene 
INSURANCE 


America Fore Insurance 


THE CONTINENTAL INSURANCE COMPANY 
FIDELITY-PHENIX FiRE INSURANCE COMPANY 
AMERICAN EAGLE FiRE INSURANCE COMPANY 
First AMERICAN FiRE INSURANCE COMPANY 


Eighty Maiden Lane, 


sill 


yl 





Advise your clients 
that for less than 
the cost of the tax 
they can buy Fur 
Insurance complete- 
WA Lectailit: Mi 
from loss. 


and Indemnity Group 


NIAGARA FirRE INSURANCE COMPANY 
MARYLAND INSURANCE COMPANY OF DELAWARE 


THE FIDELITY AND CASUALTY COMPANY 


BERNARD M. CULVER, President 
FRANK A. CHRISTENSEN. Vice-President 


Mum) New York, N.Y. 


ae 





SAN FRANCISC\ 


NEW YORK 





The New Home of 
THE NATIONAL FIRE GROUP 


NATIONAL FIRE INSURANCE COMPANY OF HARTFORD - MECHANICS AND TRADERS INSURANCE COMPANY 
FRANKLIN NATIONAL INSURANCE COMPANY OF NEW YORK - TRANSCONTINENTAL INSURANCE COMPANY 












a Es Ul CO 
































es 





ia 2 2 nme oe eo wee 








BBG GE 


= s 


nai a 


i e iver. 4 Ly 
Bie Vantaa 
Be TLS AD iby ii GAARA ee 


- eae oe oe hte Oe ee eee me a 6 


raat DED spicdiN? e4 








HE NATIONAL and its affiliated companies have moved from The new building 1s a four and five story, fire-resistive structure, 
"hue present buildings on Pearl, Lewis and Trumbull Streets, 340 feet wide and 240 feet deep, of steel, concrete and brick con- | 
Hartford, Connecticut, to their new Home Office building at struction, with limestone exterior walls, situated near the center | 
1000 Asylum Avenue, Hartford. of a 16-acre park-like tract of land located about a mile from the | 


center of the city. 





oe The architectural design and interior layout of the new build- 
ing have been planned with the view of giving greater efficiency 
for the benefit of everyone who does business with us and, at the 
same time, providing more pleasant and comfortable working con- 
ditions for our employees. There are parking facilities on the pre- 
mises for employees’ cars. 

When you have occasion to visit Hartford, we hope you will come 


in to see us. The latch key is out and a cordial welcome awaits you. 





For your convenience, this map shows 


the location of our new National Fire ccennt onan 
Group offices in relation to the former 

fe rl 1 } 1 hotel wabesese 2 : 
offices, railroad station and hotels. ee 
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Rail Risk 
Control Now 
in |. M. U. A. 


Assumes Jurisdiction Over 
Certain Classes of Railroad 
Rolling Stock 


Jurisdiction of the underwriting rules 
and rates on certain classes of railroad 
rolling stock has been assumed by the 
Inland Marine Underwriters Associa- 
tion, effective Feb. 1, 1942. The action 
follows a report of a special railroad 
property committee which was appointed 
in May, 1941. The coverage involved 
is all risk. Where fire and lightning 
are the only hazards involved jurisdic- 
tion does not apply. 


Railroad property affected includes 
streamliners, Diesel locomotives, Diesel- 
electric locomotives, gas-electric loco- 


motives and similar special units operat- 
ing under their own power; steam 
locomotives used as switch engines and 
exhibition risks on any rolling stock, 
owned or leased by a railroad or the 
Pullman Company. Also, locomotives 
and other rolling stock not owned by a 
railroad or by Pullman, used or operated 
principally over railroad systems under 
ICC jurisdiction, including trial, demon- 
stration and exhibition risks. 


Each Risk Rated 


The form and rate committee will ap- 
prove forms for each particular risk at 
rates prescribed or approved for each 
risk. Risks must be submitted for re- 
rating prior to renewal or re-writing, re- 
gardless of the term. 

All risks must be submitted to the 
committee, accompanied by a signed let- 
ter of authority. Rates are valid only 
if the policy attaches in 90 days of pro- 
mulgation, and then for the term of the 
policy or until cancellation. Rates for 
limited or broad strikes and riots cover 
will be valid only for a period named by 
the committee. The Beh apply to prop- 
erty sold on the installment plan, and 
all Canadian risks written in the U. S. 
are subject to the same forms, rates and 
rules as apply to U. S. business. 


Rather Recent Development 


Considerable diversity in rates and 
forms and in underwriting in general is 
said to have existed in the field. With 
the development of streamliners the 
railroads went into the insurance mar- 
ket for coverage. Theretofore they had 
been largely self-insurers on rolling 
stock because they felt that the possi- 


bility of loss was infrequent, as their 
records proved, and the extent of the 
damage limited. Wrecks and derail- 


ments occurred infrequently; the type of 
equipment and the speed at which trains 
traveled were such as to hold down the 
Severity of propertv loss from accidents 
when they did occur. 

But with the streamliner the railroads 
faced a different and partially unknown 
Situation. The effect of increased speed 


Property Values Going Up 


Typical Examples of Rise in Machinery, 
Equipment and Building Costs Are Presented 





There is a wide interest among agents 
of the country in the effect the war sit- 
uation has had on assured’s possessions, 
buildings, equipment and machinery. 
Herewith is presented a partial picture 
of the situation at the time of the United 
States entry into the war. The informa- 
tion is based upon an interview with 
Henry C. Helm, vice-president in charge 
of operations of the Lloyd-Thomas Com- 
pany, appraisers, Chicago. This com- 
pany operates widely over the country 
and is in close touch with values. 

Property values are up on the average 
from 15 to 50 percent. They began to 
go up in 1936-1937, but the great accel- 
eration did not come until the last year. 
With the entrance of the United States 
into war, the upswing of course will be 
quickened. While no one can guess 
what the peak will be, it is possible that 
the rise is only a third developed. The 
government is moving immediately to 
double the country’s present production 
capacity, and prices will respond at 
once to this vastly increased pressure. 

This will cut even further the produc- 
tion of civilian items and increase their 
price. It is not surprising that many 
firms are getting appraisals in order to 
adjust insurance values. 


18 Percent in 8 Months 


To illustrate how prices have acceler- 
ated in the last few months, a primary 
appraisal was made in 1937 for a client 
with a number of sawmills in the south. 
This. appraisal was revised in December, 
1940. Three months ago fire damaged 
one of its power plants. In about eight 
months values had jumped 18 percent, 
and the company had to take a small 
penalty under its 90 percent coinsurance. 
The company immediatelv purchased 100 
percent insurance to value. 

Most large companies either have gone 
or plan immediately to go to 100 percent 
insurance to value, with 90 percent coin- 
surance. This is to avoid the chance of 
coinsurance penalties, which under pres- 
ent conditions can become heavy in a 
short time. 

Although increases in values are gen- 
eral and considerable, local conditions 


on accident frequency was unknown. 
Streamline equipment was generally 
much more expensive, streamline power 
units running as high as $250,000. The 
assumption, proved by experience to be 
correct, was that at higher speeds equip- 
ment would suffer much more damage. 
The City of San Francisco wreck in 
1939, for instance, was a $600,000 prop- 
erty loss, the City of Los Angeles dam- 
age in Colorado ran more than $200,000. 
Both losses were insured. 

There still is not a great deal of ma- 
rine cover written on freight trains, and 
not a lot on passenger trains of the 
older type. Defense and war production 
has produced some cargoes of very high 

values, on which railroads have pur- 
chased cargo liability. A carload of air- 
plane motors will run well over $500,000, 
for instance, 

The greater movement of trains under 
defense and war conditions has added to 
the risks run by rolling stock. 


affect the shift to a considerable extent. 
The figures given below are for stand- 
ard items widely used. Current prices 
are as of around Dec. 1. The Lloyd- 
Thomas company uses no quotations 
more than three months old; after that 
length of time, it rechecks with manu- 
facturers. 

Here are some typical examples: 

A stencil embossing machine, used by 
many concerns in addressing work, cost 
$497.50 in 1938, $561 in 1941. This is a 
12 percent increase, but to the 12 percent 
must be added the 10 percent excise tax 
which was applied by the federal govern- 
ment Oct. 1. 


Many Examples 


An ordinary office typewriter costing 
$150 in 1938 still costs $150 but the ex- 
cise tax must be added. 

A 120-inch flatwork ironer, used by the 
average laundry, cost $9,235 in 1939 and 
$10,270 in 1941, an increase of 16 percent 
to which the 10 percent excise tax must 
be added. 

A surface grinder, used by machine 
shops and metal working firms, cost 
$900 in 1937 and $1,210 in 1941, increase 
35 percent. The largest increase in price 
has occurred in such machines because 
of their direct and vital importance to 
defense work. A government ceiling 
has been placed on resale prices of sec- 
ond hand equipment in this category and 
there is no excise tax. A metal milling 
machine which cost $1,735 in 1938 now 
costs $2,250, increase 30 percent. A 
punch press, used to stamp out metal 


parts, listed at $485 in 1939 and $588 in 
1941, up 21 percent. , - 
A variety Saw, woodworking equip- 


ment, has advanced 20 percent, from 
$645 to $780 in one year. A circular saw 
brought $225 in 1936, $260 today, up 20 
percent. 


Power Engine Doubles 


The Corliss engine, used widely in 
sawmills and wherever else a lot of 
power is needed, sold for $33,000 in 


1937 and $65,000 in 1941, an increase of 
almost 100 percent. 

An automatic printing press, used in 
many average size printing shops over 
the country, sold for $2,980 in 1939 and 
$3,290 in 1941, a boost of about 10 per- 
cent. 

A 40 h. p. electric motor, a tve of 
equipment found in almost every plant, 
sold for $322 in 1938 and sells for al- 
most the same price today. Electric mo- 
tors have been getting cheaper for a 
dozen years or more because of the 
standardization in product and produc- 
tion. They are mass produced and up 
to 100 h. p. can be ordered out of stock 
from almost any firm, and the price is 
uniform among various manufacturers. 
This applies to alternating current mo- 
tors only. They are the standard. Di- 
rect current motors are made to order 
only. 

Among miscellaneous items 8-inch 
steel pipe sells for the same price today 
as it did in 1938, $1.40 per foot. How- 
ever, the average 8-inch fitting has in- 
creased from $5.83 to $7.30. Pine is a 
commodity made in mass quantities by 

(CONTINUED ON PAGE 29) 


Await Details 
of Federal War 
Risk Scheme 


Announcement of R. F. C. 
Move Relieves Pressure 
Upon Private Insurers 


WASHINGTON—Details of the war 
risk program of the Reconstruction 
Finance Corporation are far from per- 
fected, it was indicated by officials of 
the agency this week. 

Conferences are being held with rep- 
resentatives of the insurance compa- 
nies, and it has been learned that a 
proposal has been made that the gov- 
ernment reinsure 95 percent of the 
risk, with the companies writing the 
policies and taking the remaining 5 
percent. RFC officials refused to dic- 
cuss the matter, however, but Admin- 
istrator Jesse Jones denied that any 
95 percent reinsurance plan would be 
adopted. 

A number of matters are said to re- 
quire clarification, among them, it is 
intimated, whether the insurance pro- 
gram would follow the usual custom of 
immediate payment of losses or the 
British war practice of deferring pay- 
ment until after the end of the war. 

Administrator Jones said no details 
of the plan would be divulged until 
it was perfected, adding that probably 
no statement will be issued for some 
weeks. 
bom 


The risk and 


bardment insurance on land became one 
of almost purely interest to 
insurance offices after the announcement 
made that the Reconstruction Fi 
nane Corporation had set up an agency 
of $100,000,000 known as the War Insur 
ance Corporation to indemnify 
erty for damage 
raids and other warlike operations. 
Agents heard from a few assured who 
wanted to know further details about 
the government scheme and who were 
still interested in bombardment insur- 
ance from private companies. Some as- 
sured had heard of the scheme in Eng- 
land whereunder loss payments for the 
most part are deferred until after the 
war. Some of the property owners in 
this country felt that they would prefer 
to have private insurance, if obtainable, 
if the government plan provided for such 
delayed loss payment. The agents were 
not able to satisfy these inquiries be- 
cause after the preliminary announce- 
ments, no further details were released 
from Washington immediately. These 
inquiries were extremely few, however. 


question of war 
academic 
was 


prop- 


owners done in air 


An announcement from Washington 
Tuesday stated that benefits under the 
W.I.C. have been extended to territorial 


posse ssions, 

So far as can be ascertained the only 
private insurance company in this coun- 
try selling war risk and bombardment 
insurance is General of Seattle which is 
doing so on a very limited basis, It is 








4 


a non-organization company throughout 
the country and pursues an individualis- 
tic course on a great many occasions. 

A story that is given a good deal of 
credence is that two or three months ago 
Jesses Jones, head of the Reconstruction 
Finance Corporation, was on the point 
of forming a federal fire insurance com- 
pany to insure the risks in which the 
R.F.C. is interested either on its own 
account or through its subsidiary agen- 
cies. This would have included proper- 
ties of the Defense Plant Corporation 
and the rubber, metal, wool and other 
huge defense stock piles that are being 
created under the auspices of the R.F.C. 
This would have been a federal insur- 
ance undertaking of menacing propor- 
tions and might have constituted a 
springboard for nationalization of insur- 
ance to an even more serious extent. 
According to this story leaders in the 
insurance business got wind of this pro- 
posal and went into earnest consulta- 
tion with Mr. Jones. He finally agreed 
to refrain from putting into effect his 
insurance project but in return, accord- 
ing to this story, there was a gentleman’s 
agreement that the fire insurance com- 
panies would not write war risk and 
bombardment insurance if and when the 
United States became an active belliger- 
ent and there should be a demand for 
such insurance. When war broke out, 
the Insurance Executives Association 
did immediately get in touch with all in- 
surance companies, including the mutual 
organizations, and put out a statement 
to the effect that war risk insurance on 
land is not a proper subject for private 
insurance, 

Rhode Island’s Procedure 


Rhode Island Insurance Company for 
a few days continued to sell war risk 
and bombardment insurance, with a 95 
percent reinsurance arrangement, mainly 
at Lloyds and wrote a great deal of busi- 
ness. However, when London Lloyds 
quit writing war risk insurance on land 
everywhere in the world, Rhode Island 
lost its reinsurance facilities and hence 
it quit the field. Most of the policies 
that were written by Rhode Island had 
a six months cancellation clause but 
Rhode Island has now given those as- 
sured that desire to cancel the privilege 
of doing so and Rhode Island will re- 
tain but 10 percent of the premium that 
was paid. That is the normal short rate 
premium for 10 days insurance. 


AWAIT CANADIAN SCHEME 


TORONTO—Canadian fire insurance 
companies are planning to arrange an 
interview with Canadian government 
authorities with a view to offering their 
services to inaugurate a government war 
risks insurance and bombardment com- 
pensation scheme. Formerly, it was re- 
ported, the companies were planning a 
series of meetings amongst themselves 
on this question, but these will not now 
take place. 

The sudden entry of the United States 
into the war has created this develop- 
ment, in view of the possibility that 
British Columbia and possibly Nova 
Scotia are more vulnerable now than 
ever before to attack from the air. The 
attack on the United States brought 
immediate requests from British Colum- 
bia for action along such a line, while 
in Nova Scotia war risks and bombard- 
ment protection insurancewise is asked 
because residents there no longer can 
be insured through private corporations. 

Unofficially, it is stated that war risks 
and bombardment insurance cannot be 
bought through private corporations in 
British Columbia, with unconfirmed 
reports stating that many companies 
have discontinued it across Canada. No 
company official or company will permit 
quoting their plans, and as a result the 
extent of action to date is, in a large 
sense, difficult to determine. 


London Lloyds Quits 


It is being stressed by some company 
officials, however, that policies presently 
outstanding will be honored until their 
maturity. It is not likely they will be 
renewed. 

Lloyds is 


the one insurer that has 


paar Gets to - am 
8.lc of Premium 
Survey Shows 


After payment of expenses the aver- 
age local agent retains 8.1 cent of the 
premium dollar, according to a survey 
conducted by the National Association 
of Insurance Agents based on 1940 oper- 
ations. The average commission is 21.8 
cents. The average expense to the local 
agent consists of: commissions and sala- 
ries to sub-producers, 5.1 cents; salaries 
to office employes, 4.1 cents; rent, heat, 
light and power, 9 cents; automobile, 5 
cents; advertising, .4 cents; unallocated, 
.4 cents; telephone and telegraph, office 
stationery and supplies, taxes, deprecia- 
tion and reverses, .3 cents each; travel- 
ing, insurance, dues; .2 cents each; inter- 
est and discounts and contributions, .1 
cent each. 

These factors vary with the size of 
the agency. The smaller the agency the 
higher the average net agency compen- 
sation. Agencies of less than $5,000 in 
premium income retained 11.8 percent 
net; those in the $5,000 to $25,000 class 
retained 10.5 percent; those from $25,000 
to $75,000, 10.3 percent; from $75,000 to 
$200,000, 5.4 percent; those from $200,000 
to $500,000, 7.6 percent and those in 
excess of $500,000, 3.9 percent. 

In relation to the results of previous 
studies, the administrative expense is 
somewhat lower and selling expense is 
somewhat higher. The total average 
commission does not vary greatly ac- 
cording to size of the agency. Those 
in the smallest brackets get 22.1 per- 
cent, the next bracket, 21.8, then 21.3, 
then 21 and finally 23.4. 

The average amount earned by the 
owner or to be divided by partners or 
officers was $464 in the smallest agen- 
cies; $1,606 in the next bracket; then 
$4,561, then $11,108, then $22,107 and 
finally $42,709. 


Fire Chief Joe Travis spoke at a 
meeting of the Salina Insurance Board, 
discussing “Fire Prevention in Connec- 
tion with National Defense.” 








announced definite withdrawal from the 
war risks and bombardment insurance 
field. Their announcement came soon 
after the attack by Japan. A large num- 
ber of Lloyds policies in Canada are on 
an annual basis. It is announced these 
will be honored to maturity. 


ACTION IN MONTREAL 


MONTREAL—Inability of Canadians 
to obtain war risk insurance was viewed 
with concern at a meeting of the council 
of the Montreal Board of Trade and it 
was felt that, since insurance plays such 
an important part in transactions of 
most branches of business and since 
there is no means at the moment of 
affording insurance protection, represen- 
tation should be made to the govern- 
ment. Accordingly, the following tele- 
gram was dispatched to the minister of 
finance: 

(CONTINUED ON PAGE 23) 


December 25, 1941 








General of Seattle Is 
Still Writing War Risk 





General of Seattle appears to be the 
only market now for war risk and bom- 
bardment insurance. It has just sent to 
field men, branch offices and general 
agents a statement of its position. This 
was prompted by a telegram sent by 
W. A. Miles of Miles & Miles, Chicago 
general agents, inquiring if the cover 
still was being written. General had 
been reported to have discontinued the 
line, as did other companies which had 
been writing it. 

“This capacity is still available,” it 
was stated. “There will never be a 
greater demand for it, nor a _ better 
opportunity to sell it than right now. 


Notes Capacity Is Limited 


“Inasmuch as our company is the 
only one now writing this business, at 
least that we know of, there should be 
a good demand, but our risks must be 
carefully selected. Our maximum ca- 
pacity in many cases will not be suffi- 
cient to provide full protection for many 
risks, especially inasmuch as we insist 
in all cases upon at least 50 percent 
coinsurance and will not write the cover- 
age without that or a higher coinsurance 
clause. Consequently there will be in- 
sured who will be coinsurers and as 
such will stand part of every loss. That 
does not in any degree diminish the 
desirability to them of having partial 
coverage, which is that much better than 
no protection. It is imperative that this 
matter be definitely pointed out to 
them. 

“The demand for this coverage ap- 
pears to be continuing, ever since the 
announcement over the weekend of the 
formation by the federal government of 
the ‘War Insurance Corporation.’ So 
far the announcements of the govern- 
ment’s plans have been very indefinite, 
and many of those interested in obtain- 
ing war risk insurance do not feel satis- 
fied in relying on the government pro- 
tection without knowing more about it, 
and the basis on which losses will be 
recoverable. 

“The best information available indi- 
cates that the government may follow 
the British plan. If so, a statement 
coming from the East, which pretends 
to be familiar with that plan, indicates 
that a rate of from 1 and 1% percent 
to 4%4 percent will be charged and that 
settlement will not be made until after 
the end of the war, except for small, 
necessary repairs or the reconstruction 
of essential defense plants; further, that 
the government may only share half of 
the loss and the owner the rest. 

“One large, nationally known broker- 
age concern has stated that its customers 
preferred to know definitely what their 
liability is and what the insurance pro- 
vides, and for that reason prefer the 
protection of a private carrier, where it 
is known what the insurance will do 
and that it will be promptly paid. 

“Our company has never changed its 
policy about writing war risk insurance. 

(CONTINUED ON PAGE 24) 








THIS WEEK IN INSURANCE 





Announcement of War Insurance Cor- 
poration setup by R. F. C. relieves pres- 
sure upon private insurers. Page 3 


I. M. U. A. assumes jurisdiction over 
certain classes of railroad rolling stock 
for forms, rates and rules. Page 3 


Company executives are not worried 
about the tire sales curb affecting field 
men’s operations immediately. Page 6 


Interesting average figures on opera- 
tion of agencies are given by National 
Association of Insurance Agents. 

Page 4 


E. J. Cole of Fall River, Mass., former 
president of the National Association of 
Insurance Agents, died last week. 
Page 4 


Ohio Casualty declares 100 percent 
stock dividend which brings its capital 
to $1,290,000 Page 21 


Effect of war on accident and health 
policies attracts much attention. 
Page 17 


James A. Catheart, Jr., becomes vice- 
president of Peerless Casualty in charge 
of reinsurance and excess business with 
headquarters in New York. Page 17 


Queen has purchased the capital stock 
of the Detroit National Fire and will 
continue it as a separate entity. 

Page 12 


Calvin Fentress, Jr., is 
dent of Allstate and 


elected presi- 
Allstate Fire of Chi- 


cago succeeding the late Gilbert Alex- 
ander. Page 19 
War clauses are adopted by National 


Bureau for various forms of burglary 
policies and similar action is being con- 
sidered in respect of plate glass and 
blanket bond forms. Page 17 


Fo ormer N.A.I. A. 
President Dies 
at Fall River, Mass. 


The fraternity in general was grieved 
when the death of Edwin J. Cole, well 
known local agent at Fall River, Mass., 
and former president of the National 
Association of Insurance Agents, was 
announced Saturday. He was elected 
president at the 1934 annual convention 
held in Grand Rapids. Mr. Cole had an 
extensive record in association work, 
He served as chairman of the executive 
committee of the National association 
before being elected president. He was 
a member of the executive committee 





EDWIN J. 


COLE 


of the Massachusetts association and 
was president for two years. He was 
chairman of the New England Advis- 
ory Board for two years. He was chair- 
man of the National  association’s 
finance committee for two years. 

Mr. Cole was born in England but 
came to America in early life and had 


been a resident of Fall River for 60 
years. 

Mr. Cole was a staunch New Eng- 
lander and had the conservative view- 
point. He believed in forthright action 


and was always regarded as being judi- 
cial in temperament. He served for 24 
years with the Durfee & Chase agency 
of Fall River and opened his own office 
in 1928. He maintained it under his 
own name but his son, Forrest, was 
associated with him. He became a 
member of the Massachusetts associa- 
tion in 1918 and a year later was made 
a member of the executive committee. 
He was chairman of the New England 
national councillors’ group for a number 
of years, 


Was Seen at Kansas City 


Mr. Cole attended the annual meeting 
of the National association at Kansas 
City in October. All realized that he 
was in a feeble condition and he did not 
attempt to engage in many of the ac tivi- 
ties. He was accompanied on_ these 
convention tours by his daughter, 
Gladys, who became well known to the 


members. Mr. Cole was one of the 
agency members of the board of the 
Excelsior of Syracuse and acted as 


chairman for some years. 

Mr. Cole was known on part of those 
who came in contact with him as being 
a man of strictest honesty and loyalty. 
He was often referred to as a noble 
example of one who possessed the old 
fashioned virtues. He was always 
courageous. He did not hesitate to 
express himself when he felt an issue 
was involved. 

W. Dudley Gale of Gale, Smith & Co. 
has been elected president of the Nash- 
ville Y. M. C. A. board, after several 
years of membership on the board. 
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Men in ‘17 Not 
to Be Repeated 


NEW YORK — There is no present 
intention of marshalling the field men 
of the country under the general direc- 
tion of the National Board to inspect 
particular types of property and to re- 
port on the extent of compliance with 
fire prevention recommendations, such 
as was done during the former war. 
While such a program might be devised 
if the circumstances changed, the situ- 
ation in certain important respects today 
differs from that obtaining when the 
United States became a belligerent in 


1917. At that time the supplying of food 
to our army, both at home and over- 


seas, as well as to citizens of the allied 
powers, was of equal concern to the fur- 
nishing of war equipment; hence the 
necessity of safeguarding grain eleva- 
tors, and all classes of risk manufactur- 
ing or storing food. In this endeavor 
the special agents and inspectors of the 
insurance companies were enlisted and 
they rendered high service. In fact, the 
surveys were extended to the protec- 
tion of ripened grain in the fields. Also 
during the former war fire prevention was 
a new subject to the national authorities, 
who welcomed the aid of the insurance 
engineers in planning fire prevention 
safeguards for cantonments, army and 
navy warehouses, shipyards and other 
properties of the military arm. As a 
result of the efficient service rendered 
by insurance company employes, both 
the army and the navy departments 
established fire protection bureaus of 
their own, and these staffs have been 
substantially augmented within the past 
two years. 


Doing Fine Defense Work 


In 1939 the National Board again 
offered the services of its trained staffs, 
as well as those of the rating and survey 
bureaus to the government, since which 
time insurance engineers have been en- 
gaged in fire defense work, not only in 
continental United States but in the out- 
lying possessions. To insure close co- 
operation with the army and navy of- 
ficials and other governmental divisions 
the National Board opened a special of- 
fice in Washington, which will be main- 
tained so long as its services may be 
required. 


Iowa Considers Convertible Ban 


DES MOINES—The Iowa depart- 
ment has had under consideration for 
some time banning the sale of convert- 
ible collision insurance, but so far no 
definite action has been taken. 

The matter was first brought up 
shortly after the Michigan department 
prohibited that form several months ago. 
Now, with the Illinois department mak- 
ing a similar ruling, it is not unlikely 
that Iowa will follow suit. 


Marine War 
Clauses Well 
Set Since “40 


Under a resolution adopted by the 
Inland Marine Underwriters Association 
in March, 1940, use of the war exclusion 
clause is required on all coverages under 
jurisdiction of the organization, hence 
the matter is not one which its members 
are now required to consider. 


Art Objects Protected 


Paintings and other objects of art 
whether in museums or private homes 
throughout the country are now being 
stored in vaults or otherwise protected 
against bombing either by land or sea 
forces. The value of art collections such 
as the Frick collection for example, runs 
well into the millions and their destruc- 
tion would be a heavy blow to the in- 
surance carriers, were it not for the in- 
clusion of the war exclusion clause in 
covering policies. In announcing the 
launching of War Insurance Corporation 
by the Reconstruction Finance Corpora- 
tion, it was expressly set forth that 
“paintings and other objects of art’ in 
addition to “accounts, bills, currency, 
debts, evidences of debt, money, notes, 
and securities” will not be covered. 


Hinckley, E. U. A. 
Rate Man, Retires 


NEW YORK—David Hinckley, sec- 
retary of the committee on rates and 
rules of the Eastern Underwriters As- 
sociation, which post he has held for 
more than 25 years, will retire Jan. 1. 
One of the recognized rating experts of 
the country, Mr. Hinckley is likewise 
one of the most experienced and 
esteemed. In earlier years he traveled 
through the south, later being connected 
with Continental in Pennsylvania, and 
still later associated with the New Jersey 
rating organization as aid to Manager 
Leon A. Watson, from which body he 
was called to the employ of the E. U. A. 
soon after the association began func- 
tioning in 1927. 


Cut Reexamination Period in Pa. 


HARRISBURG, PA.—The Pennsyl- 
vania’s department has reduced its wait- 
ing period for reexamination for agents’ 
licenses because of the national emer- 
gency, cutting the waiting time on third 
“exams” from one year to six months. 

If an applicant does not pass his first 
test, another may be taken within five 
weeks; a third within six months. Prior 
to the new rulings the third test could 
not be taken in less than a year follow- 
ing the second failure to pass. 


“This action,’ the denartment ex- 


plained, “will not in any way lower the 
standard for qualifications but may ex- 
pedite securing qualified agents during 
the national emergency.” 
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Heads Knights 








A. F. POWRIE 


A. F. Powrie, western manager of 
Fire Association, is the new president of 
the Knights of the Round Table of 
Chicago. There have been only three 
presidents since the round table was 
formed in 1909, the first being A. F. 
Dean, who held office until his death, 
and the second, W. R. Townley, who 
died just a few weeks ago. 


Protection, Mill 
Owners to Merge 


Tentative approval having been ob- 


tained from the Illinois insurance de- 
partment, the merger of Protection 


Mutual and Mill Owners Mutual of Chi- 
cago under the title of the former com- 
pany is now being accomplished. The 
effective date will be Feb. 1. It is taken 
for granted that the members, at the 
annual meeting Jan. 23, will approve 


the program. 

Protection Mutual and Mill Owners 
Mutual are both members of the fac- 
tory mutual system and are operated in 
affiliation, with J. L. Wilds president of 
both. As of Dec. 31, 1940, Protection 
Mutual had assets $1,419,006, unearned 
premiums $777,582, surplus $519,281. 
Mill Owners had assets $973,183, un- 
earned premiums $518,388 and surplus 
$390,010, 


The Christmas party of the Insurance 
Women’s Club of Oklahoma City 
brought out an attendance of 43. Joyce 
Mowrey, Pauline Nelms, Iva Wilder, 
Bobbie Lanlitz and Esther Goyne were 
hostesses. 


AT INSURANCE COMMISSIONERS MID-WINTER GATHERING IN NEW YORK: 


Joseph Collins and Charles Wheeler, New York insurance department; F. W. 
Weidenfeller, Wisconsin insurance department; E. E. Cheuning, Missouri insurance 


Sees Movement ; 
of Mutuals to 
Cut Dividends 


Union Mutual Fire of Providence has 
decided to reduce dividends to assured 


on policies terminating Feb. 1 and 
thereafter from 25 percent to 20 per 
cent except dwellings other than sea- 


sonal and farm property. The dividend 
on dwellings remains at 25 percent and 


inland marine dividends remain at 15 
percent. 
Union Mutual is closely allied with 


the factory mutual system. It is not 
actually a factory mutual company but 
it insures risks acquired by the factory 
mutual organization that do not qualify 
for factory mutual treatment 


Statement of President Moses 


President F. T. Moses of Union Mu- 
tual Fire in making the announcement 
points out that expenses of every de- 
scription have increased and will con 
tinue to do so. The tax question is very 
much to the fore. He mentioned that 
there have been proposals in Washing- 
ton to increase social security taxes all 
the way up to 10 percent and an effort 
is being made to impose an income tax 
on all mutual companies. Such an effort 
has been successfully resisted so far, he 
states, but now that the nation is at war 
the subject will receive much earlier and 
more careful attention. 

Income from investments, he states, 
has steadily declined and he expressed 
the opinion that they will decline still 
further. It seems advisable, he said, to 
keep a larger proportion of assets in 
cash because of the possible demands 
that may be made upon the company. 
The management does not want to find 
itself in a position where it might be 
obliged to sell securities in a depressed 
market. 

The question of dividends, he said, was 
discussed at a meeting in September of 
executives of members of the Federa- 
tion of Mutual Fire Insurance Com- 
panies in New York and the opinion 
there was that the mutuals would all be 
required to cut their dividends. Mr. 
Moses predicts that such reductions will 
have taken place in all companies before 
next July. 


“We are taking this course at the 
present time,’ Mr. Moses states, “be- 
cause we believe that the thinking 


agents, brokers and buyers of insurance 
are more interested in the company 
keeping itself in a sound and conserva- 
tive financial position than in any mo- 
mentary effort to maintain a cost situa- 
tion which the future does not seem to 
justify.” 


John L. Noble is “on loan” from the 
British Columbia Underwriters Associ- 
ation to the Canadian department of 
munitions and supply as insurance fire 
prevention officer. 





department; J. R. Lang, Wisconsin insurance department; Howard Dunham, vice- 
president American Surety; and Superintendent Scheufler of Missouri. 
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Annual Balance Problem Is 
Unnecessary, Unproductive 





It is always difficult for the companies 
to get into the holiday spirit at the end 
of the year because of the perennial 
problem of balances, and it is no fun 
for the agents. 

Both companies and agencies seem 
inclined to give the matter of collections 
closer attention under present condi- 
tions. After the unpleasant experience 
of 1929-31, insurance men _ recognized 
the tendency of the business to get itself 
extended in accounts receivable and are 
thoroughly aware of the dangers. 
Throughout the insurance business there 
is a remarkably unanimous conviction 
that the present war prosperity can 
change over night and that when a 
change does come, whether fears of a 
bad depression are justified or not, the 
business should keep collections “close 
hauled” unless it is to get caught. 


Expensive Period for Companies 


While collections are a matter of con- 
stant concern, particularly to agencies, 
they become a real headache at the end 
of every year for the companies. The 
latter require that ~— up to Oct. 
31 be paid by Jan. 1, because premiums 
up to Oct. 3i are = allowed in annual 
statements unless the money is in, 
Pretty much everyone in the company 
concentrates on the problem and the 
field men spend practically all their time 
on it from Nov. 1 to Dec. 31. It is 
an expensive period for the companies. 
If the problem were eliminated, field 
men could devote their attention to 
getting new business. The latter months 
of the year would be productive for 
both companies and agents, rather than 
as now being a period of unprofitable 
and unpleasant worry. 

It is estimated that 90 percent of the 
agents throughout the country pay their 
balances on schedule and that 10 percent 
cause all the trouble. 


Problem Grows with Time 


Apparently agents who apply syste- 
matic efforts to collections have little 
difficulty. After 90 days the insurance 
premium gets to be a tough collection 
problem, Whereas assured realizes the 
value of the policy at the time he buys 
it, the longer he waits the less urge he 
feels to pay. 

Agents who think they are doing 
assured a favor by permitting the bill 
to run, or feel that they are “meeting 
competition,” violate one of the rules of 
good business practice and make an 
error in psychology. It is a mistake to 
say, “Oh, pay any time,” though some 
agents use this as a stock reply when 
assured asks, “When do you want your 
money?” Toward the end of the year, 
particularly with Christmas and year- 
end expenditures coming up, the agent 
gets an unfavorable reaction when he 
has to go to assured and say, “You owe 
me. for that August premium.” Prac- 
tice of successful agencies indicates that 


the agent doesn’t have to violate good 
collection habits to meet competition. 
In a reasonable time the customer feels 
that it is owing and payable. To com- 
panies and agents both an account isn't 
worth a nickel unless it is collected. 


Cuts Down Earnings 


If outstanding accounts are too large 
in relation to the total business done 
by the agency, interest becomes quite a 
factor. Some agents have to borrow 
money to keep going because they are 
too far extended on their accounts re- 
ceivable. Even if they do not, however, 


this situation cuts down their earning 
power, 
One company executive has been 


unusually successful in the collection of 
balances from the agents simply by 
asking for them regularly when due. He 
points out in collection bulletins to agen- 
cies some of the reasons why they 
should institute a prompt collection pro- 
gram. In substance his reasoning is as 
follows: 

A person insures for protection against 
losses, and when they occur, he expects 
an immediate adjustment and payment. 
This office follows that plan, but it takes 
cash to do it. Incidentally, it is costing 
the companies more today to make loss 
replacement, although assured’s pre- 
mium cost remains the same. 


Many Sound Reasons 


Insurance is not the only thing as- 
sureds are buying, and many of their 
purchases are on a prearranged basis 
for deferred payments. The insurance 
premium is on a cash basis, but unless 
the agent or broker makes this clear 
when the insurance is sold, assured is 
likely to pay other bills ahead of his 
premium. He will not do this if the 
agent makes the cash payment idea part 
of his sale. 

A number of employes in non-defense 
work may be affected by the priority 
program. They need and should have 
insurance, but their premiums should be 
sold on a prompt payment basis. Many 
assured will file an income tax by March 
15, 1942. If insurance premiums are 
collected the agent and Uncle Sam will 
not be competitors for collection from 
narrow budgets. Agents should see that 
Christmas presents and holiday expenses 
are not given preference over premiums. 
Conditions Change Rapidly 

Conditions are changing rapidly. It 
is a good idea to keep the house in 


order every day in order to face tomor- 
row with a clean slate, one not cluttered 


up with yesterday’s and tomorrow’s 
problems, There is no use doing one 
job twice. The agent’s commissions 


have no cash value until they are col- 
lected. 
It appears that agents are hammering 
collections harder the year around than 
(CONTINUED ON PAGE 29) 
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Alex Case Continues 
Fine Christmas Custom 











ALEX CASE 


For many years the late Rosse Case, 
local agent at Marion, Kan., well known 
in the Kansas Association of Insurance 
Agents and the National association, 
celebrated Christmas by having a na- 
tion-wide party. A number of friends 
gathered at his home and he notified 
some insurance men throughout the 
country to drink a toast so that all 
would synchronize. For instance, the 
eastern people drank their toast at one 
minute after 12; central, one minute 
after 11, Mountain, one minute after 10, 
and the Pacific Coast, one minute after 
nine. Therefore all hands were joined 
and a toast to old time friendships was 
given. 

This Year’s Toast 


His son, Alex Case is continuing the 
custom, he being chairman of the rural 
agents committee of the National associ- 
ation and prominent in the Kansas body. 
The toast this year is as follows: 

The heart of a friend is the one thing I 
prize, 

As life lengthens and 

It's the last boon I'll 
my task 

That I live 


twilight descends; 
ask when I finish 


in the heart of my friends. 


OPM Asks in Inspection naiatits 


The Office of Production Manage- 
ment last week wrote one inspection 
company asking it to furnish inspection 
reports where fire protective steps were 
indicated and recommended. 

This may be an indication that the 
government is widening its checkup on 
all resources vital to the conduct of the 
war. 

In the past week instances were re- 
ported of insurance men in responsible 
positions, men with engineering train- 
ing, being furnished with civil service 


Tire Curb Not 
Immediate Worry 
for Field Men 


With the stringent curb on tire sales 
for civilian use, company executives are 
studying the possible effect of the situa- 
tion on operations of their field forces, 
At present they do not regard the situa- 
tion as at all critical, but they are consid- 
ering all the angles. 

The ban on sales of new tires, which 
went into effect Dec. 11 will end Jan. 4 
Tire sales will then be placed under 
rationing system. Sales will be sinited 
to individuals or agencies requiring them 
for “maintenance of industrial efficiency 
and civilian health.” 


May Get Tires 


Few company executives are worried 
about the immediate future. They 
bought new cars for field men during 

1941, They believe that they could get 
a commercial classification under the ra- 
tioning plan because of the necessity for 
keeping commerce moving in this coun- 
try even under war conditions. All busi- 
nesses will be in the same boat, one 
executive pointed out. 

One company last week sent out a 
warning bulletin explaining the shortage 
in rubber and rationing of tires. It 
strongly urged field men to drive care- 
fully, cut down on speed, and arrange 
their routes with great care so that there 
will be no waste motion. It pointed out 
that there may be an eventual shortage 
in cars and that the automobiles should 
be well cared for, 

Although executives do not believe it 
will be necessary immediately, eventu- 
ally they may put field men operating 
in a large city like Chicago, for instance, 
on street cars in order to release cars 
and tires for men who have to travel 
long distance outstate. In some cases 
where field men travel principally be- 
tween larger centers, it may be necessary 
to have them use trains and buses. F ield 
men covering the small towns almost 
have to have a car to get their jobs done. 


Cars May Become a Factor 


Should the war last a long time, the 
problem of getting new cars will be a 
factor in the situation, company execu- 
tives admit. One large company which 
buys cars and tires for its field men 
operates the cars an average of 20,000 
miles annually, and the tires last about 
a year. 

One observer does not believe that 
the rationing system will radically re- 
duce the number of tires sold, but is 
being applied because there is no other 
Way to ease an accele rating buyers’ mar- 


ket. Many were buying tires in expec- 
tation of a big increase in price, either 
to save money, as consumers, or to 
make a profit, as dealers, 


examination blanks, apparently with the 
purpose of expanding the government's 
staff of men inspecting war production 
property. 





GLIMPSES AT CONVENTION OF INSURANCE COMMISSIONERS: 
Commissioner Gontrum of Maryland, Superintendent Jordan of District of Columbia, 
Deputy Commissioner Morin of Rhode Island (the three eastern commissioners who 


have approved the personal property floater) ; 


Commissioner Julian of Alabama, R. E. 


Tolbert, general counsel Zurich, New York; Superintendent Pink of New York (inset) 


and J. H. Doyle, National Board. 
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U. S. Drops Rubber 
War Risk Cover 


Effective Dec. 15 the government dis- 
continued all war risk insurance on rub- 
ber. 

In the past, from the time the Rub- 
ber Reserve Corporation was set up the 
government had authorized importing 
organizations to carry marine insurance 
on all rubber coming from the far east 
and war risk on all cargo except when 
loaded on American boats. No war risk 
insurance was required when cargo was 
on an American vessel. 

‘he coverage discontinued represented 
a considerable premium income in the 
American Cargo War Risk Reinsurance 
Exchange, but of course the hazard has 
greatly increased since Dec. 7. 


Detroit Agents, Credit Men 
Hold Gathering 


DETROIT—Protection of credit is 
one of the principal functions of busi- 
ness insurance, W. B. Cary, president of 
Michigan Insurance Agency, told a joint 
meeting of the Detroit Association of In- 
surance Agents and Detroit Association 
of Credit Men. Without credit there 
would be no business as it is known to- 


day, and without insurance to protect 
credit there would be no credit of the 
sort now employed. He said fully 95 


percent of the world’s business is con- 
ducted on credit. 

“Credit men have found the ramifica- 
tions of modern business have meant in- 
creased need for insurance protection on 
the risks on which they have loaned 
money or to whom they have extended 
credit,” he said. “Many of the losses 
they have experienced could have been 
avoided had the credit men frankly dis- 


cussed their problem with insurance 
agents. The insurance business i- be- 


coming more complicated dailv, and the 
desirability for the best advice on the 
part of credit men and business men is 
becoming increasinely evident.” 

E. B. Moran, Chicavo, chairman cen- 
tral division National Association of 
Credit Men, gave his well known talk on 
insurance and credit. He said the effort 
to incorporate detailed information on 
insurance in the credit statements of 
business and industrial concerns has 
gained great momentum 


American Reserve Xmas 
Greeting Highly Valuable 
NEW YORK—As its annual Christ- 


mas erceting, American Reserve is send- 
ing to all its clients a set of color prints 
from original water color drawings, 
showing the evolution of the United 
States Navy, from the earliest fighting 
craft to the latest in modern aircraft 
carriers. The pictures were selected be- 
fore the Japanese attack on Pearl Har- 
bor and America’s entry into the war 
now makes them of even greater cur- 
rent interest. While the series was de- 
signed primarily for limited distribution 
there is still a small quantity on hand 
for company executives who may desire 
them. American Reserve last Christmas 
sent out an illustrated booklet describing 
the firemen’s work in the London fire 
blitz. 


Names Western Hail Committee 

J. H. Macfarlane, America Fore, pres- 
ident of Western Hail & Adjustment As- 
sociation, has reappointed to the execu- 
tive committee L. G. Warder, associate 
manager Hartford Fire: E. A. Henne, 
vice-president America Fore, and R. G. 
Osgood, resident manager North Amer- 
ica, all of Chicago, and F. M. Gund, 
western manager Crum & Foster, Free- 
port, Ill. Their terms run until 1943. 

Three members of the committee are 
carryovers until next year: W.N. Achen- 
bach, manager Aetna Fire; S. M. Buck, 
vice-president Great American, both of 
Chicago, and Leonard Peterson, vice- 
president Home, New York. 
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Approve New Loss 
Payable Clause for 
Multiple Mortgages 


NEW YORK—The New York insur- 
ance department has approved a new 
loss payable clause to be used with the 
standard mortgage clauses where the 
same holds more than one 
encumbrance on the insured property. 
It is expected that the new loss pay- 
able clause will be published by the New 
York Fire Insurance Exchange shortly. 

The new clause makes losses payable 
to the named mortgagee or trustee in 
the order of precedence of all present or 
future mortgages the mortgagee may 
hold and waives any requirement of no- 
tice of change in the amount of the 
mortgagee’s interest. It grew out of the 
New York appellate court last April in 
the case of First National Bank of High- 
land Falls vs. Home Insurance Co. 


mortgagee 


No Cover for Second Mortgage Interest 

In the First National Bank case, the 
bank held a first mortgage on the in- 
sured property and was insured under 
the usual mortgage clause. After the 
policy went into effect but before the 


loss, the bank and the owner executed a 
second mortgage on the same property. 
The two mortgages were not consoli- 
dated and the insurance company was 
not notified of the second mortgage. 
The loss exceeded the amount of the 
first mortgage and the appellate court 
held that the bank could not recover for 
any loss to its second mortgage interest, 
on the theory that the mortgage clause 
limited the bank’s recovery to its inter- 
est under the first mortgage. 

The new loss payable clause reads as 
follows: 

“Loss or damage, if any, under this 
policy shall be payable to .......... as 
interest may appear under all present or 
future mortgages, in order of precedence 
of such mortgages, in accordance with 
the terms of the standard mortgage 
clause attached, it being understood that 
no notice of increase or decrease in any 
mortgagee’s interest is required.” 


Prepare for Va. Legislature 

T. W. Kelley, president of the Julius 
Straus & Sons agency of Richmond, has 
been appointed co-chairman of the legis- 
lative committee of the Virginia Associ- 
ation of Insurance Agents. The legis- 
lature meets next month in biennial ses- 
$10n. 
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Herbert Brown Joins 
W. J. Roberts in Mid-West 


Herbert Brown, assistant manager of 
the Chicago office of Crum & Forster, 
will on Jan. 15 become associated with 
W. J. Roberts & Co. of New York, as 
special representative for a number of 
central western states. His headquar- 
ters will be in Chicago. W. J. Roberts 
& Co. are United States managers for 
Union of Canton, writing fire and inland 
marine lines, and also United States 
managers for Standard Marine of Liver- 
pool. Mr. Brown has been with Crum & 
Forster in Chicago 18 years. 


Chubb & Son Christmas Tree 

NEW YORK—A towering Christmas 
tree that is not only handsomely deco- 
rated but also wired for sound currently 
graces the offices of Chubb & Son in 
New York City. Two ornamental bells, 
operating from a concealed mechanism, 
swing rhythmically but the sound which 
they seem to produce actually comes 
from a repeating phonograph hidden in 
the tree’s base. The effect is that of 
church bells heard from a_ distance. 
Fred Pierson, superintendent of main- 
tenance, erected and decorated the tree 
as well as devising the swinging bells 
and the sound effects. 
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Detroit Agents Will Hold 
Their Annual Meeting Jan. 15 


DETROIT—The annual meeting of 
the Detroit Association of Insurance 
Agents will be held Jan. 15. 

The nominating committee presented 
a slate of nine candidates for the four 
vacancies on the board. The candidates 
are: W. B. Cary, president Michigan 
agency; J. J. Driscoll, F. H. Graham, 
F. A. Ginsburg Co.; E. S. Karrer, presi- 
dent Karrer agency; Walter Juterbock, 
president Juterbock agency; D._ T. 
Marantette, Detroit agency; M. F. Mc- 

Caffrey, vice-president Byrnes- McCaf- 
frey; Nevens, vice-president Gen- 
eral Underwriters, and R. W. Wolf, 
Raymond & Raymond. 

Elmer Salzman, secretary-manager, 
reporting for H. T. Stock, chairman of 
the fire prevention committee, stated 
that the committee proposes to consult 
local and national authorities to see what 
the asociation can do to cooperate with 
other agencies in fire prevention work. 

Members were invited to contribute 
ideas for association activities for 1942 
for consideration by the new adminis- 
tration. 


War Department Seeks 
Production Inspectors 


The latest examination announcement 
to come from the U. S. Civil Service 
Commission is for inspector positions in 
the defense production protective service 
of the War Department. Salaries range 
from $2,600 to $5,600. Applications will 
be rated as soon as possible after receipt 
at the U. S. Civil Service Commission, 
Washington, D. C. 

The title “Inspector, Defense Produc- 
tion Protective Service” implies the urg- 
ency of this examination. These inspec- 
tors will be responsible for making 
recommendations to prevent interrup- 
tions or delays in the production and 
delivery of all types of defense material 
when these interruptions may be caused 
by major accidents, explosion or other 
hazards inherent in manufacturing 
plants. No written test will be given. 
pe a will be rated on their educa- 
tion, experience and personal qualifica- 
tions, 

The requirements are general experi- 
ence in pe rforming inspectional and pro- 
fessional engineering advisory services 
for manufacturers, as inspector in a 
property insurance rating bureau, as 
plant protection supervisor or master 
mechanic in a large industrial establish- 
ment, or as professional engineer spe- 
cializing in plant protection work. 

Chief and principal inspectors ($5,600 
and $4,600 a year) are also required to 
have had responsible administrative ex- 
perience not necessarily in connection 
with plant protection inspections. 


Union, Canton Has Not Been 
Operated from Hong Kong 
Since Last January 

NEW YORK—In view of the interest 


in the assaults upon the British crown 
colony of Hong Kong by Japanese 
forces, representatives in this country of 
U nion of Canton are being advised that 
its “head and registered” offices were 
removed from Hong Kong to Sydney, 
Australia, more than a year ago. Busi- 
ness has been transacted from there 
since Jan. 10, 1941. Anticipating serious 
trouble between the British and the 
apanese governments the administra- 
tion of Union as early as September, 
1940, began arrangements for the re- 
moval of its headquarters from Hong 
Kong, where it had been established for 
more than a century, and by the close 
of the year the transfer of its entire st: aff, 
assets and records of every nature to the 
ustralian center had been effected. 

rhe Union has been operating in this 


YW 





country since 1917. W. J. Roberts & 
— New York City, are its United 
aA 


tCs Managers 


South Dakota Raises 
Issue Over Standard 


PIERRE, S. D.—Commissioner Burt 
of South Dakota has refused to license 
agents of the Standard of New York 
which was purchased by the Aetna Fire 
and is entering the state. The commis- 
sioner said that the Standard had writ- 
ten “nearly all the insurance on Stand- 
ard Oil Company filling stations in this 
state” and had not paid taxes or been 
licensed to do business in South Dakota. 
He takes the position that the Aetna 
Fire as owner of the Standard must 
make good the back taxes before South 
Dakota will grant a license. The Stand- 


ard was owned by the Tokio as was the 
Standard Surety & Casualty, both being 
taken over by the Aetna Fire. 





T. M. Torrey in U. S. Post 


Thomas M. Torrey, who has been a 
marine underwriter in the New York 
office of the North America, has been 
appointed an insurance adviser to the 
Maritime Commission in Washington. 
His father is Owen C. Torrey of the 
Marine Office of America. Thomas Tor- 
rey graduated from Harvard about six 
years ago and has been with the North 
America ever since. He has accom- 
panied Henry C. Thorn of the North 
America to all the meetings of the com- 
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mittee which makes the advisory war 
risk rates. 


Mercantile Loss in Norfolk, Va. 


Loss from fire which gutted two stores 
in the congested business area of Nor- 
folk, Va., and threatened other property 
in that area was estimated at $150,000, 
reported to have been well covered by 
insurance, 


——_— 


J. G. Updegraff, veteran Kansas state 
agent of Royal at Topeka, is confined 
to his home with high blood pressure 
and forced to take it easy for the 
present. 
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steps 


Through a friendly interest in your client’s insurance 
needs, and the arrangement of coverages that are 


written to meet his particular requirements, you will 
become known asa dependable agent or broker... 


Fire . 


Automobile 





- Marine 


Casualty . Fidelity 


When you deliver a policy explain its conditions in 
plain, simple English ... 


And this is important too, place the risk in a strong, 
reliable company —like one of the Fireman’s Fund 


Group. 


Surety 


IREMAN'S FUND GROU 


E Firemans ay! Insurance Company ~ Occidental Insurance Company 
Ti 


Home Fire & Marine /nsurance Company 


hreman’s Fund Indemnity Company ~ Occidental kedemaity Company 
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NEWS OF FIELD MEN 





Hutchinson, Wis. 


Veteran Retires 
C. 


of the 
for many 
state agent for 


who has been one 
leaders in the Wisconsin field 
years, will retire Jan. 1 as 
Pennsylvania Fire of the 


Hutchinson, 


North British group. He will be suc- 
ceeded by Edward C. Hauser, who has 
been with the North British group in 


Milwaukee in an engineering capacity. 

Mr. Hutchinson entered the business 
in 1892 as a clerk in the Joseph Fleshiem 
agency at Menominee, Mich. That 
agency represented North British & 
Mercantile so that Mr. Hutchinson from 
the very first was connected with that 
group. From 1907 to 1913 he traveled 
in a number of middle western states 
for Calumet of Chicago including Wis- 
consin, Minnesota, lowa, Indiana, Ohio 
and northern Michigan. Then for seven 
years he served as state agent in Wis- 
consin and northern Michigan for Mich- 
igan F. & M. Since 1920 he has been 
with the North British & Mercantile or- 
ganization in Wisconsin. 


Active Association Man 


Mr. Hutchinson is a past president 
of the Wisconsin Fire Underwriters 
Association and Wisconsin State Fire 
Prevention Association. He is probably 
best known for his work in combating 
the competition of the Wisconsin state 
fire insurance fund and he is credited 
with having been successful in nine out 
of 12 such competitive situations. He 
gathered together a great array of argu- 
ments, facts and figures on the subject 
and he was always very convincing in 
his presentation. He did this work in 
his capacity as chairman of the con- 
tact committee of the Wisconsin Fire 
Underwriters Association. 


First Michigan Secretary 


Mr. Hutchinson was the first secretary 
of the Michigan State Fire Prevention 
Association and he is credited with hav- 
ing given the first public address to 
school children on fire prevention as a 
representative of a fire prevention as- 
sociation. 

Mr. Hutchinson has no definite plans 
for the future. Mrs. Hutchinson is quite 
ill and so Mr. Hutchinson will remain 
at home this winter. 


With Group Since 1925 


Mr. Hauser becomes Wisconsin state 
agent for North British & Mercantile, 
and the affiliated Pennsylvania, Com- 
monwealth and Mercantile. Since 1925 
Mr. Hauser has represented the North 
British group in an engineering capacity 
in a number of states, including Wis- 
consin. He will retain headquarters at 
828 North Broadway, Milwaukee. 

Also retiring at the close of 1941 after 
25 years service is George G. Wright, 
Wisconsin state agent. His present du- 
ties will be taken over jointly by State 
Agent Hauser, R. C. Hitchon and John 
E. Snyder. 


Enders Special Agent for 
— in Western Mo. 


W. Enders, who has been traveling 
os the Rain & Hail Bureau out of Ama- 
rillo, Tex., for the past six years, has 
gone with Springfield Fire & Marine as 
special agent in western Missouri. Mr. 
Enders succeeds the late T. O. Nuckles, 
Sr. He will do both recording and farm 
work in western Missouri and will work 
under State Agent Dwight R. Ford. 

For the past six weeks Mr. Enders 
has been in the western department of 
Springfield at Chicago undergoing inten- 


sive training. He will assume his new 
duties Jan. 5, and will make headquar- 
ters at Kansas City. He is a graduate 


of Oklahoma A. & M. 


Glens Falls N. Y. 
and Vt. Changes 


Glens Falls and Commerce have ap- 
pointed Arthur W. Monthie as special 
agent for northeastern New York and 
Vermont, and promoted to Special Agent 
C. Irving Bush to take over full respon- 
sibility for the capitol district of New 
York state. These changes were neces- 
sitated by promotion of State Agent 
Wallace H. Cowan to territorial super- 
intendent of agents. 

Educated at Union College, Mr. 
Monthie then became associated with 
the New York State Fire Rating Or- 
ganization where he remained for 16 
years. He went with the Glens Falls 
group in January, 1939, as rating super- 
visor and in November, 1939, was pro- 
moted to special agent. Mr. Monthie 
will make his headquarters in the home 
office. He will be assisted by Special 
Agent Robert W. Smalley. 

Mr. Bush joined Glens Falls after 
graduation from Union College in 1935. 
He became special agent in the capitol 
district in October, 1937. He will con- 


tinue to make his headquarters in 


Albany. 


West Virginia Underwriters 
Meet Jan. 28 in Columbus 


The annual meeting of the West Vir- 
ginia Fire Underwriters Association will 
be held in the Deshler-Wallick hotel, 
Columbus, O., Jan. 28. A number of 
important business matters will be taken 
up and officers 1% B. J. Weisger- 
ber is president, J. Tetlow, Jr., vice- 
president, and A. W hiteley, Wheeling, 
W. Va, lt 

Matters of interest and- importance 
to all members, including the election of 
officers for the ensuing year, will come 
before the association and a large at- 
tendance is expected. 


Offer Field Men’s Inspection 
Service for Defense Work 


LANSING, MICH.— Arrangements 
are being worked out for full use in de- 
fense work of the inspection service of 
the fire companies’ field men who are 
organized in the Michigan Fire Preven- 
tion Association and have conducted city 
inspections monthly for many years. 
Files of the association are being made 











available to the state fire marshal’s of- 
fice for whatever use is indicated by the 
defense council program. 

The initial meeting relative to the 
inspection service was attended by W. 
O.Hildebrand, secretary Michigan As- 
sociation of Insurance Agents, who is 


on the state defense council; Arnold 
Renner, head of the state police, fire 
marshal’s division; Fred Pierson, state 


agent American and president of the 
fire prevention association; W. D. 
Camerson, Boston, secretary of the pre- 
vention association; Capt. Sam Fisher, 
head of the Lansing fire department's 
fire prevention division, and L. P. Den- 
del, Michigan Millers Mutual Fire, sec- 
retary of the State Association of Mu- 
tual Fire Insurance Companies. All are 
Lansing men. 


Foote to Hartford Area 
for North British Group 


Arthur C. Foote, present assistant to 
W. A. Sturgis, local secretary at Boston 
for the North British group, will be 
transferred to Hartford, Jan. 1, as special 
agent for Hartford county, Conn., and 
western Massachusetts. He will make 
headquarters at 650 Main street, Hart- 
ford, 

In his new post Mr. Foote will suc- 
ceed P. A. De Gruchy, who becomes 

















TAKE A GOOD LOOK 
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Shows him what coverages he has—and what coverages 
he needs —all in a simple, attractive and effective pres- 
entation. 


Take a good look at the results this plan is getting for 
Employers’ Agents. Our monthly magazine “The Pio- 
neer” gives tips on how it works. For a free copy of the 
current issue write to The Employers’ Group Publicity 


Dept., 110 Milk St., Boston. 


te Employers 




















Yio 


ww wee — FF ite A ee, 


os 


= th @e@e tan 


aT Me 





YUM 


December 25, 1941 


assistant manager of the Boston office 
of Kimball, Gilman & Co. As Mr. Foote’s 
successor, Kenneth W. O’Leary will 
be transferred from the head office to 
North British in New York. 


Magenheimer North British 
State Agent in Ohio 


After representing the North British 
& Mercantile group as Ohio state agent 
for 29 years, O. Thomson will retire 
on Dec. 31. His successor will be J. H. 
Magenheimer, as state agent for five of 
the North British companies. He has 
been aid to Mr. Thomson in the field for 
the past 11 years, Previously he was at 
the head office of the group for over six 
years. He will continue to make head- 
quarters in the Swetland building, Cleve- 
land. 


Day Succeeding Thompson 
in Okla. for N. British 


At the close of the year F. F. Thomp- 
son will retire as Oklahoma state agent 
for the North British & Mercantile 
group and from active business associa- 
tion following 32 years with the organ- 
ization. He will be replaced in north 
Oklahoma by C. L, Day, as state agent 
for North British and Pennsylvania. 


State Agent H. M. Berger will continue 
to supervise the south Oklahoma ter- 
ritory. 


Minn. Speakers Class Active 
MINNEAPOLIS—Some 40 field men 


are now enrolled in public speaking 
classes conducted here every Monday 
afternoon by A. M. Fulton of the Uni- 
versity of Minnesota department of 
speech. The course, sponsored by the 
Minnesota Underwriters Association, is 
divided into two sections, beginners and 
advanced classes. 

Already several of the members of the 
class have been “signed up” as speakers 
at regional meetings to be staged in 


January. Among these are J. G. Mc- 
Hale, New York by oie S. W. 
deWaard, National Liberty: R. Bock, 
Royal-Liverpool; K. R. Hinest Amer- 
ican of Newark; Dean Perry, Fire Asso- 
ciation; L. E. Zell, Hanover; C. H. 
Johnson, United States Fire; F. S. 
Sather, St. Paul Fire & Marine; Paul 
Olinger, Connecticut Fire; R. B. Nien- 
hauser, R. M. Neely Co., and L. L. Law, 


London Assurance. 


Stage Spokane Party Dec. 29 


The Washington Blue Goose is hold- 
ing its mid-winter party Dec. 29 in Spo- 
kane. R. H. McDonald, Gould & Gould, 
is chairman of the committee handling 
arrangements. It is the highlight of the 
pond’s social season. 


Seattle Christmas “Hi-Jinx” 


More than 50 attended the Seattle 
Blue Goose Christmas “Hi-Jinx” Dec. 
19 at the New Washington Hotel. Gand- 


December 
followed 
most 


ers whose birthdays are in 
were hosts at a cocktail hour, 
by dinner. with Paul J. Braun, 
loyal gander, presiding. 

Some of the pond’s old-timers were 
introduced, including W. P. Porep, re- 
tired Aetna Fire field man; Al Sharp, 
former adjuster; D. A. McKinley, past 
most loval grand grander, and W. H. 
Maloy, past most loyal gander. The lat- 
ter two made brief talks. The pond will 
hold a formal dinner dance shortly after 
the first of the year. 


Malcolm Visits Vancouver 
_VANCOUVER, B. C.—The British 
Columbia Blue Goose gathered here to 
nore Most Loyal Grand Gander 
C. J. Malcolm, Aetna Fire, Toronto. 


Traveling Curtails Defense Work 


LOS ANGELES — The Southern 
California Fire Underwriters Associa: 
tion executive committee decided that, 
because of he traveling duties of the 
members it would be impossible at the 
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present time for the association to vol- 
unteer for civilian defense work as a 
body. This situation arose because 75 
percent of its membership spend 75 per- 
cent of their time way from the city, 
covering territory in the eight southern 
California counties. The members, how- 
ever, individually volunteered to take 
such defense positions as their insurance 
duties permit them to fill. 


Farmers of York Extends Field 


Farmers Fire of York, Pa., which has 
been accepting reinsurance business in 
New Hampshire for some years, has en- 
tered the state to write direct business 
and Maurice C. Chase, Boston, 


special 


Rhode 
New 


agent, rere Massachusetts, 
Island and Connecticut, has had 
Hampshire added to his territory. 


New England Pond Elects 


The New England Blue Goose has 
elected the following new officers: Most 
loyal gander, Henry T. Hugard; super- 
visor, William J. co. custodian, John 


A. Donoghue; guardian, Lester Houri- 
gan; keeper, Stephen F. O’Connor; 
wielder, John F. Driscoll. 


Ill. Field Men to Hear Jones 


Insurance Director Paul Jones of II- 


linois has accepted the invitation of the 
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Illinois Fire Underwriters Association 
to address its mid-year meeting at the 
Abraham Lincoln Hotel in Springfield, 
the morning of Jan. 21. 


Hear Congressman Hartley 
NEWARK—At the 


ing of the New Jersey 
Monday, Congressman Fred Hartley of 
the 10th New Jersey district talked on 
“My Day,” covering current national af- 
fairs. 
Leon 


luncheon meet- 
Field Club here 


A. Watson, Schedule Rating Of- 
fice of New Jersey, gave a short review 
of the new rule book changes and also 
a few inspirational ideas. 


Comprehensive, Impartial, Authoritative, Convenient, 
Indexed, Accurate, Up-To-Date 
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THIS SERVICE 


You get immediately the two 
loose leaf binders containing 
twelve hundred pages of accumu- 
lated pages. This picture is re- 
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velopments in fire, casualty, surety, inland 
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minute information about coverages and un- 
derwriting when you need it most. 
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COMPANIES — 


AS SEEN FROM CHICAGO 





Queen Purchases 
Capital of 
Detroit National 


Queen has purchased the entire stock 
of Detroit National Fire of Detroit and 
will continue it as at present. The 
company operates only in Michigan and 
has a fine agency plant in the state. 
Royal-L, & L. & G. has had an auto- 
matic reinsurance contract with Detroit 
National and it was natural, therefore, 
that it should finally purchase its stock. 
It is likely that the Royal-L. L. & G. 
management will put it into other states 
and this will be useful particularly in 
cities where there is an agency’ limita- 
tion rule. 


March Outstanding Figure 


Detroit National will be reinsured 
automatically as it goes along so that 
it will not put up any reserve. George 
K. March, the president, is the tall oak 
in the company and when one forgets 
the name of Detroit National, he never 
forgets George K. March. Hence, Presi- 
dent March is an institution. He is a 
former field man and was one of the 
most eminent in that class in his day. 

Detroit National was organized in 
1911, has $200,000 capital and its net 
surplus is about $65,000. W. C. Gerow, 
secretary, is also a former Michigan 
field man. 

Detroit National as at Dec. 31, 1940, 
had assets $386,412, capital $200,000 and 
net surplus $65,461. 


No Change in Skandinavia 


Although the vacancy in International 
of New York due to the death of Sum- 
ner Ballard has been filled by the elec- 
tion of J. Lester Parsons as president, 
there has been no change made as yet in 
the setup in this country of Skandinavia 
of Copenhagen. The United States 
manager of Skandinavia is the Reinsur- 
Underwriting Corporation which 
was owned by Mr. Ballard and of which 
he was the president. Up to-now the 
executor of the Ballard estate has taken 
no action looking to the election of a 
new president. 

International is owned by Crum & 
Forster but the latter group has no finan- 
cial interest in the Reinsurers Under- 
writing Corporation. Skandinavia and 
International have been operated from 
the same office at 80 John street. 


ers 


‘41 Dividends $2.20; 20c Higher 

Continental and Fidelity-Phenix have 
declared their customary extra divi- 
dends of 40 cents in addition to the 
semi-annual dividends of 80 cents pay- 
able Jan. 10 to stock of record Dec. 31. 
This is the same amount that was paid 
last year but these companies paid in 
July an extra dividend of 20 cents which 
Was not paid in 1940. Thus Continental 
and Fidelity-Phenix each declared divi- 
dends of $2.20 for 1941 as compared 
with $2 the previous year. 


$1 Dividend by K. C. F. & M. 

KANSAS CITY—Directors of Kan- 
City Fire & Marine have declared 
an annual dividend of $1 per share of 
capital stock, payable Dec. 23 to hold- 
ers of record on Dec. 19. This is simi- 
lar to the dividend paid a year ago. The 
company has had a satisfactory year 
for earnings, and profits more than 
cover dividend requirements, President 
Morton T. Jones said. 


Sas 


Buffalo Pays $14 Per Share 
The Buffalo has 
dend of $1.50 a 


voted an extra divi- 
share in addition to the 
regular $3 quarterly dividend, payable 
Dec. 27 to stock of record Dec. 19. This 
brings 1941 payments to $14 a share, the 
same as last year. 


LOUIS TANNER CELEBRATES 


There was a gathering of the Tanner 
clan in Chicago Sunday. It was the 70th 
birthday anniversary of Louis A. Tan- 
ner, who had served the Home of New 
York in Chicago for 42 years, retiring 
in 1939. He started with the Ducat & 
Lyon agency which represented the 
Home as sole agents. Then H. G. Bus- 
well, who was formerly at the head 
office, was made Chicago manager and 
Mr. Tanner continued his service. Man- 
ager Buswell appointed Mr. Tanner as 
Cook county special agent and he served 
in that capacity until he was retired. 
He was prominent in the old Insurance 
Club of Chicago and the Cook County 
special agents organization. R. L. Tan- 
ner, executive vice-president of the New 
York Underwriters, was present as was 
another brother, Fred G., of Detroit, 
who is connected with the Swift Packing 
Company. Two sisters were also pres- 
ent so that there was a real Tanner 
reunion, all the immediate members of 
the family being at hand. 





JOCHEN TO BE AT ROCKFORD 

B. A. Jochen, assistant United States 
manager of the Eagle Star, who will 
become an executive of the American of 
New Jersey group the first of the year, 
will be assigned to the western depart- 
ment at Rockford, Ill., as assistant man- 
ager and after a month at the head office 
will take up his residence in Rockford 
about Feb. 1. Mr. Jochen was formerly 
connected with the Ohio Inspection Bur- 
eau and later joined the western depart- 
ment of the North America in Chicago 
as production engineer. In 1930 he went 
to Omaha to become secretary of the 
National Security and general agent of 
the Central of Baltimore, two affiliates 
of the North America. He is therefore 
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well oriented in the west. He is one of 
the popular men in the business. 
FORMS WHITEHALL AGENCY 

The Whitehall Insurance Agency has 
been formed in Chicago by R. E. Hall, 
who recently resigned as special agent 
for National Surety. It is located at 
1773 Board of Trade building. Mr. Hall 
is president and Paul McCarthy of 
Davenport, Ia., is secretary. 


ROBERTSON RETURNS TO COAST 

W. P. Robertson of Chicago, resident 
vice-president of the North America and 
formerly western manager of the North 
America group, who has been on the 
Pacific Coast for some six months and 
returned to Chicago recently, is again 
on the Coast for the company and will 


probably be there for two or three 
months more. Mr. Robertson returned 
home this week. He will take Mrs. 


Robertson along with him and they will 
make their headquarters at Oakland, 
where their daughter resides. Mr..and 
Mrs. Robertson live at Wilmette, IIL, a 
Chicago suburb, and will now again 
close their house. 


Chubb & Son Employes’ Bonus 

Those employes who have been with 
Chubb & Son since prior to Jan. 1 of 
this year are receiving a Christmas 
bonus of 15 percent of their annual sal- 
aries. One-half is being paid in savings 
bonds and the balance in cash. Those 
who joined Chubb & Son between Jan. 
1 and June 30 of this year will receive 
one week’s salary as a bonus. 





Order Direct Reading Rate Finder & 
Caneellator, $2, from National Under- 
writer. 
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AGENCY EARNINGS? 





How will the changing conditions ahead affect YOU 


and your agency? 


Now if ever, is the time for calmly and resolutely 
facing the facts .. . for asking yourself whether you are 
in the best possible position to weather the storm. 


Nearly 5,000 progressive 


and more secure today because they represent the 


GENERAL of AMERICA. 


agents are better fortified 


If you are seeking a better answer to your agency 
earnings problem, both for today’s and tomorrow’s con- 


ditions, it will PAY you to get ALL of the 
interesting facts about GENERAL now... . 


Just write Agency Service 


General Insurance Bldg., 


TODAY! 
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7 we THE PAST TWO CENTURIES, 


through wars, conflagrations, 
disasters ... there has never been a 
‘blackout’ of insurance. 

Once more we are in the midst of a 
world crisis. Once more industry and 
the public look to established institu- 
tions with long records of continuous 
service, to play their role as always, 
during a time of emergency. 

The Norwich Union is proud of its 144 
year old record of continuous service. 
The Norwich Union and its agents are 
proud of the part they are playing—in 
keeping the wheels of American indus- 
try turning—in helping speed the 
National Defense effort. 


ORWICH 
UNION 


FIRE INSURANCE SOCIETY, LTD. 


EAGLE FIRE COMPANY OF NEW YORK 
NORWICH UNION INDEMNITY COMPANY 


75 Maiden Lane, New York, N.Y. 
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BIG FIRES IN NOVEMBER 
The “New York Journal of Com- 
merce” lists these fires which occurred 


in November that are estimated to have 
cost $100,000 or more: 

Rockland, Mass., store-apartment build- 
ing, $150,000; Claremont, N. H., business 
block, $100,000; Rochester, N. H., lumber 
plant, $100,000; Elizabeth, N. J., meat 
warehouse, $100,000; Amsterdam, N. Y., 
school, $100,000; Bear Mountain, N. Y., 
skating rink, $175,000; Bedford, Pa., 
school, $250,000; Erie, Pa., hardware 
store and hardware plant, $175,000; Lans- 
dale, Pa., machinery plant, $500,000; 
Pittsburgh night club, $150,000. 

Also Berry, Ala., business block, $175,- 


006: Tueson, Ariz., business building, 
$250,000; Calhoun, Ga., warehouse, $100,- 
000; Columbus, Miss., hardware plant, 


$150,000; Kinston, N. C. 
Lumberton, N. C., warehouse, 


Spartanburg, S. C., cotton warehouse, 


, school, $100,000; 


$110,000; 


$500,000; Brownwood, Tex., two stores, 
$100,000; Farmville, Va., power plant, 
$250,000; Mathews, Va., business block, 
$100,000; Suffolk, Va., furniture store, 
$100,000. 

Also Joliet, Ill., hotel, $200,000; Lan- 
sing, Mich., business block, $150,000; 
Cleveland, plywood plant, $100,000; Sew- 
ard, Alaska, business district, $1,000,000; 
Los Angeles, oil derrick and tank, $100,- 
000; Portland, Ore., ice cream plant, 


$200,000, 


NORTH BRITISH PROJECT 


The head office of North British & 
Mercantile in New York City has 
adopted an interesting procedure in that 
it is having every department make note 
of what records it would need to have 
to start Over again in case the building 
at 150 William street, New York City, 
were bombed so that the offices and 
their contents would be practically de- 
stroyed or if a sweeping fire would in- 
volve lower New York in a conflagra- 
tion and involve its building. Therefore, 
North British has decided to have dupli- 
cate records. These essentials will be 
put in safes in the building and also in 
some outstanding outlying locality. The 
safes have been tested especially for 
their fire resistance. It is interesting 
to know just what a company’s needs 
would be in case all its records were 
blotted out and it had to commence 
Irom scratch. The heads of various 
units are therefore now at work getting 
records together in duplicate. 

The building in which North British 
is located might be a target in case of 
bombing because the Brooklyn Navy 
Yard is across the East river and the 
Brooklyn Bridge and others leading to 


Long Island would be marks for bomb- 
ers, 


E. U. A. REELECTS OFFICERS 

_ Attendance at the annual meeting of 
the Eastern Underwriters Association at 
the Bankers’ Club in New York was 
unusually large. The members followed 
closely the presentation of reports by 
the standing and regional committees. 


. memorial was presented to the late 
- -— Bissell, long president of Hart- 
ore ire, and the first presiden f 
tag a I dent of 


All former officers were reelected, the 
roster being: President, Esmond Ew- 
ing, vice-president Travelers Fire: vice- 
Presidents, H. C. Conick, assistant 
United States manager Royal-Liver- 
pool, and J. K. Hooker, vice-president 
Automobile; treasurer, B. M. Culver 
president America Fore group. 
» Goonme F. Neiley is manager; R. M. 
-eckwith, assistant manager, and H. 
Belden Sly, secretary. 





GENERAL BROKERS REELECT 


George F. Sullivan 
President of the 
Ciation of 
first 


was reelected 
General Brokers Asso- 
Metropolitan District. The 
vice-president is S. N. Schwartz; 
second vice-president, Robert M. Fergu- 
son; third, A. A. Wagman: fourth, A. 
H. Boardman; fifth, Samuel Oberman: 
chairman executive committee Nathan 
Greenbaum, secretary, Leonard Jacobs. 


sdestennininineaaa UNDERWRITER. 


Son Succeeds Lansing B. 
Warner in Reciprocal Firm 


Eliot Warner, son of the late 
Warner, has been elected 
Lansing B. Warner, Inc., 
attorney-in-fact for Canners Exchange 
and Warner Reciprocals. The election 
was by the three trustees of the stock in 
the corporation, practically all of which 


John 
Lansing B. 
president of 


was held by Lansing B. Warner at his 
death. Another son, Lansing B. War- 
ner, Jr., and a stepson, Newton H. 


Tobey, are active in the corporation. 
Rizy Heads Albany Group 


J. A. Rizy of the North 
elected president of the 





America was 


Albany Field 


Club. William Streets, Phoenix of 
London, is vice-president; R. O. Reid, 
North British, treasurer and W. C. 


Haight, Great American, secretary. 


Fight Richmond Self-Insurance 
RICHMOND—W. R. Walker, secre- 


tary of the Davenport Insurance Corpo- 
ration, isschairman of a special commit- 
tee of the local board here which is 
endeavoring to convince city authorities 
of the unwisdom of self-insurance on 
city properties. A proposal is before 
the council to set up a fund of $500,000. 
The committee contends that the city 
properties do not have sufficient spread 
for the municipality to assume such a 
risk itself and points out that many mu- 
nicipalities which have tried out such a 
plan decided to drop it because of un- 
favorable experience. 


Bidgood in Philadelphia Post 


*. L. Bidgood, who has been with 
R. B. Jones & Sons, first in Kansas City 
and later in the Chicago office, has now 
joined the Philadelphia firm of Towers, 
Perrin, Forster & Crosby, reinsurance 
intermediaries and pension experts. Mr. 
Bidgood came to this country in 1938 
and went with R. B. Jones & Sons. 
Previously, for 18 years, he had been 
connected with London Lloyds brokers 
in London, having seen service with 


Heath & Co. and Hogg, Robinson & 
Capel-Cure. 
With R. B. Jones & Sons he looked 


after both reinsurance and 


matters. 


brokerage 


Cats Meow Elects 
ST. LOUIS—George O. Streit, assist- 


ant manager of Maryland Casualty, has 
been elected Most Wise and Powerful 
Meow of the St. Louis court of Cats 


Meow. He 
manager of the 


succeeds J. W. Rodger, 
Insurance Board of St. 


Louis. 
Other new officers are: Recorder of 
meows, Dario Carbone, special agent 


keeper of the cat- 
broker, Mercantile 


Corroon & Reynolds; 
nip, W. R. Dunham, 
Insurance Agency; outside keeper, J. J. 
O’Toole, Jr., broker, F. D. Hirschberg 
& Co.; inside keeper, T. J. McNearney, 
claims attorney U. S. Guarantee. 


NEWS BRIEFS 


Carl S. Lawton, Jr., has been regis- 
tered with the Insurance Board of St. 
Louis as an apprentice broker for the 
Lawton-Byrne-Bruner Company. He is 
the third generation of the Lawton fam- 
ily to enter the insurance business. His 
grandfather established an insurance 


agency that later became an integral 
part of the present Lawton-Byrne- 
Bruner agency of which his father, Carl 


S. Lawton, is president and general man- 
ager. 

Che Insurance Women’s Club of Tulsa 
held its annual Christmas luncheon 
party. A Santa Claus distributed the 
gifts, and each member furnished canned 
goods for Salvation Army Christmas 
baskets. 

The Sunflower (Wichita) Blue Goose 
is launching a first aid class for members 


and wives on Monday nights starting 
Jan. 12th. Members adopted a_ needy 
family for Christmas and also donated 


toys to the Salvation Army. The New 
Year stag has been changed to Dec. 27. 


Expect New North 
America Setup on 
Coast by Jan. 


SAN FRANCISCO — Appointment 
of a new Pacific Coast manager of the 
North America companies is anticipated 
by San Francisco insurance men before 
the first of the year. W. P. Robertson, 
resident vice-president in Chicago, has 
made two trips to the coast headquar- 


ters, remaining several weeks in a re- 
organization program. 
H. J. McCauley, general manager for 


the past few years, resigned about three 
weeks ago without any public announce- 
ment being made. Since then Cecil 
West, who has managed the fire busi- 
ness with offices at Vancouver, B. C 
has arrived in San Francisco as assis- 
tant manager in charge of fire business. 
R. R. Reuterpohler arrived about two 
months ago to be assistant manager in 
charge of the casualty department. 


Patricia Peebles, who is in the office 
of T. Ray Phillips, state agent of Amer- 
ica Fore, was awarded the $25 cash 


prize for sending in 100 applications for 
the oo of Insurance of the Okla- 
homa ( Capite al Stock k ; Ins surance Council. 
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Paducah Agency Wins 
Its Point in Court 


FRANKFORT, KY.— The Southern 
Insurance Agency, Paducah, was upheld 
by Franklin Circuit Judge Ardery in its 
claim that it had a legal right to license 
in Kentucky. A license issued Dec. 2, 
1940, was revoked in January by In- 
surance Director Goodpaster, who 
told the court the agency was organized 
“to evade the law” and that ** was “a 
subterfuge under which the Southern 
Commercial Corporation (Ev: ansville, 
Ind.) seeks to do business in Kentucky.’ 

He previously had ruled that resident 
licenses could not be issued to agencies 


when a majority of their stock was 
owned by persons residing outside the 
state, 

He claimed the Southern Commercial 
Corporation was a finance company that 


loaned money on automobiles, and that 
in making such loans it required = 
borrowers to insure their cars throug 
the Southern Insurance Agency, which 
it formed. 

Sixty members of the Insurance Girls 


Service Club of Los Angeles were host 


esses to 40 of their “bosses” at the 
annual Christmas party. George D. 
Hoban, claims manager’ Firemen’s 
group, was Santa ( ‘laus. 





like our Plate- 
Making Foreman.... 





FRANK RESTIVO 


Jackson St. 
Lowell, Massachusetts 





Unifonm's Reputation 
jor 
Dependability, Quality Pninting 
and Good Senvice 
ia Cauilt by Speciafiata 


OUR GUARANTEE: Insurance Policies produced for 
Fire Insurance Companies comply with all the legal 
requirements of the States for which they are ordered. 


LITHOGRAPHERS OF ALL KINDS OF POLICIES FOR 
ALL STATES; MANUFACTURING STATIONERS 
OF COMPANY AND AGENTS’ SUPPLIES 


UNIFORM PRINTING AND SUPPLY 


Division OF Courter-CiTIZEN COMPANY 
351 W. Chicago Ave. 
Chicago, Illinois 





Frank practically cut his eye- 
teeth on a lithographic stone. 
Look at him—his keen eye 
catches the slightest flaw in a 
He 
has been doing it for 29 years. 
His 


stone, negative or plate. 
‘‘Perfection”’ is his motto. 
men strive for it. 

Your Policies—Fire, Inland 
Marine, Automobile, Wind- 
storm, Casualty — deserve 
Frank 


and his men place their expe- 


expert workmanship. 


rience at your disposal. 


50 Washington St. 
Brooklyn, New York 
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Christmas, 1941—Can 


The 
colorful and stands out as probably the 
its 


Christmas season is always very 


national holiday in various 
Claus symbolizes to us 

characteristics. He is 
a twink- 


roremost 
aspects. Santa 
highly desirable 
the 


ling 


merriment, 
the 
highest and sincerest good 


embodiment of 


eve, good cheer, spirit of giv- 


ing and the 
fellowship. 


With the 


country 


distraught and 


involved in 


world our 


own war, many 


families sons, broth- 


the 
uncertainty 


having husbands, 
service, 
that it 
pall of 


kindred in 
the 
naturally is a 
the country and its 
acknowl- 
that the 


other 
all 


there 


and 
with 


ers 
and 
involves 
anxiety resting over 


is not, we must 


spirit of 


people. There 


edge, the high gayety 


ordinary Christmas fiesta brings. Per- 
haps in one sense people feel more 
closely allied and more sincerely united 
than they have for a long time. We are 
all traveling the same road. We have 
the same goal in mind. One objective 
is before us. We will be called upon to 


make sacrifices in different ways and 


they will hurt. 
However, 
characteristic 


Christmas 
the 
of people today and that is the spirit of 
this 
mind 


there is one 


uppermost in minds 
season people 
the 
to reach 


giving. In holiday 
the 


others 


notion to 
out the 
We will give 


are in and in 
and 


helping and cordial hand. 


give to 


to our country. 

So Christmas 1941 and the usually 
gay holiday season will bring to us all 
in a higher degree than it has ever 


It Be a Merry One? 


done the spirit of giving. There is no 


one so big, so illustrious or so great 
that he is entirely independent of others. 
We all our our 


friends, 


have associations, 
We are enmeshed 
fraternities 

It is un- 


relatives. 
We 


in business and in social life. 


our 


with them. have our 


natural to journey down the road alone 
with no friendly hand on one’s shoulder. 
In spite of chaotic and unprecedented 
conditions that are found in the 
today we people of North America have 
much to be thankful for. We are a free 
people and will be free from the terror- 
ism that is found in other parts of the 
world. We believe in our form of gov- 
ernment and our way of living and we 
will maintain them. 
We thankful 
for gratitude in 
and what 


world 


everything to 
really to be 


do 
have much 


and there should be 


our hearts for what we have 
we must preserve. 
While undoubtedly 


tions will be altered 


government func- 
will be 
the 
Instead of 
Christmas 


and there 
more regulation along social lines, 
fundamentals will be saved. 
offering 
will change 
Comfortable 


for a Merry 
ours to 


Friendly 


wishes 
wishes for a 


Christmas, 


we 
and 
with just as much of hue as 


our hearts can endure. 


a roseate 
We can fix our 
eyes on the star of Hope. We can draw 
more closely together in a common 
We can help one another. Our 
most ardent wish is for the return of a 
permanent that we 
brate this 


American way. 


cause. 


peace so can cele- 


gladsome season in the old 


See Danger in Federal Trends 


In the closing hour of the meeting of 
the Insurance 
Commissioners, Massa- 
executive 


National Association of 
Harrington of 
chairman of the 


introduced a resolution that 


chusetts, 

committee, 
seemed to have tremendous significance. 
It was a protest against Congress pass- 
legislation that would tend to 
regulate He referred 
to a bill that passed one of the houses of 


ing any 


insurence rates. 
Congress that could be readily amended 
to include insurance, It provides for 
the regulation of rates of other business, 
The 
ecutive committee to take such action as 
seemed best. The commis- 
sioners felt that the sentiment should be 
conveyed to the senators and members 
of the House as 

\ll realized that in this hectic day of 


whole matter was left with the ex- 


majority of 


soon as possible. 


war more and more authority is central- 
ized in Washington, It is now easy for 
the government to take charge of all 


sorts of activities that would not concern 


it in time. The the 
lasts, the firmer grows the conviction 
that the federal government will extend 
its wings. It would only take a step 
really to transfer the supervision and 
regulation of insurance to Washington. 
So far as the fire and casualty compa- 
nies there are some state 


peace longer war 


are concerned, 
laws here and there having more or less 
to do with rate regulation and control. 
The commissioners saw the 
the federal government 
its own authority over the 
simply 
statutes. 
People recognize that it is the duty of 


danger of 
superimposing 
states and 


setting aside state regulation 


the federal government to assume proper 
private 
would be unable to give adequate cover- 


obligations where companies 


age. That for example would be war 
risk insurance coverig loss from bomb- 
ing. Britain has had to assume obliga- 


tions of this character. 
The thought in the insurance business 


indicates that the federal government 
should appreciate the existing agencies 
and machinery of the private companies 
and if they are geared for the job, it 
should not step in. The danger of fed- 
eral control of insurance is more immi- 


nent and critical today, in our opinion, 


December 25, 1941 


than it ever has been because we are 
confronted with a gigantic problem. We 
are centralizing so much work in Wash- 
ington that it would be very easy for the 
federal government to assume control of 
insurance activities. The state commis- 
sioners are much concerned. 





PERSONAL SIDE OF THE BUSINESS 





Peter W. Phelps is retiring from the 
Peter White & Co. general agency of 
Marquette, Mich., after 50 years’ service 
with that office. He became associated 
with Peter White & Co. in 1891 as part- 
ner of the late Peter White, and has 
been sole owner of the agency since 
1908, following Mr. White’s death. He 
has seldom missed a day at the office 
and has received many awards and cita- 


tions from the companies represented 
for his long distinguished service. For 
the last two years the firm has been 


operated as a partnership between Mr. 
Phelps, Alfred H. McCarthy and Miss 
Ada L. Wilson, the latter two being 
long-time employes. They will continue 
to operate the agency. 

A. C. Cason, veteran local agent and 
honorary life member of the Dallas In- 
surance Agents Association, who re- 
cently retired and with his wife went to 
Honolulu to “take things easy,” has 
cabled friends in Dallas that they are 
safe and sound but that Hawaii is not 
as peaceful as he expected. 


Fred A. Hubbard, president of Han- 


over Fire, has gone to Ft. Myers, Fla., 
where he will remain until after New 
Year’s. He maintains this visit as an 


annual part of his program. 


Mrs. O. E, Lane, wife of the president 
of Fire Association, underwent a severe 
operation a week or so ago. She is in a 
hospital at Philadelphia and now seems 
to be recuperating in a satisfactory way. 

W. H. G. Kegg, secretary of the Lum- 
bermen’s Mutual of Mansfield, O., and 
one of the famous trio of Kegg, Nail and 
Coffin of that company’s executive staff, 
will retire at the end of the year. He 
has been the secretary for 38 years and 
a prominent figure in Mansfield’s civic 
and business affairs. The board adopted 
a resolution of appreciation for his long 
service. 

Mr. Kegg virtually grew up with 
Lumbermen’s Mutual. He was born on 
a Pennsylvania farm and went to Mans- 
field in 1890 when his father, who was 
wounded in the Civil War, was forced 
to desert the strenuous life of farming 
and went with a lumber company. The 
son attended Mansfield Business Col- 
lege, then became a department store 
clerk and later was employed by the 
Farmers National Bank, predecessor of 
the present Farmers Savings & Trust 
Company of Mansfield. He was con- 
nected with the bank for 10 years, be- 
coming assistant cashier. 

Lumbermen’s Mutual had been formed 
in 1895 to write insurance for the lum- 
ber trade. E. S. Nail, a prominent lum- 


berman, was chairman of a trade com- 
mittee which studied the insurance 
subject. He is now board chairman of 
Lumbermen’s Mutual, which he organ- 
ized. Mr. Kegge went with the com- 
pany in July, 1903, when it had only 
five employes, operated only in Ohio 


and had a very small office. It is now 


in its own office building and has a 
large staff. Very soon Mr. Kegg was 
appointed secretary and has retained 


that post. 

He plans to attend to some personal 
affairs and then go with Mrs. Kegg on 
a vacation. 

Commissioner Pearce J. Francis of 
Maine is seriously ill in the Maine Eye 
& Ear Infirmary in Portland. He 
suffered a heart attack at his home and 
was then removed to the hospital. 

Earl F. Woods. Kansas state agent 
for the Morrison general agency of 
Omaha, has been seriously ill in St. 
Francis Hospital, Wichita, with pneu- 
monia for the past 10 days. 

Paul L. Haid of New York City, 
president Insurance Executives Associa- 
tion, who suffered a severe attack a few 
weeks ago, is still confined to his bed 
and will need to take a considerable 
rest. He is now recuperating satis- 
factorily. 

Andrew Crosby, assistant 
commissioner of Oklahoma, 
married Dec. 28 to Miss Armistice 
Walding of Lawton, Okla. Mr. Crosby 
has been in his present position a little 
more than four months, succeeding J. 
F. Gibson, who was called into military 


DEATHS 


A. J. Love of Omaha, who died the 
other day at the age of 78, had been in 
the business 54 years. At one time he 
was president of National Security Fire 
of Omaha. He started in the local busi- 
ness in Omaha in 1887 and later became 
executive special agent of Glens Falls 
for the entire western country. He con- 
tinued in tkat position for five years. 
He organized and was president of State 
of Nebraska, which was later reinsured 
by National Fire and then he served as 


insurance 
will os 








state agent for National Fire for 15 
years. He then organized the Love- 
Haskell Company, a local agency of 


Omaha. 

Funeral services in Bloomsburg, Pa. 
for E. S. McKillip, for 40 years state 
agent in Pennsylvania for Home, were 
attended by a large delegation of agents 
and company men from Wilkes-Barre, 
Scranton, Sunbury, Shamokin and Har- 
risburg. Representing the New York 
office of Home were Vice-president 
Richard F. VanVranken, Secretary Her- 


bert A. Payne, and Supervisor J. W. 
Teese. William C. Hill, assistant man- 
ager of the Fire Companies Adjust- 


ment Bureau of New York also attended. 

Frank G. Macomber, famed in marine 
insurance circles, died at his home in 
Marblehead, Mass., at the age of 92. 
He was president of insurance offices 
in Boston and New York bearing his 
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name. He entered the insurance busi- 
ness in New York when he was 14 years 
of age and as a young man established 
a reputation as a marine underwriter. 
He returned to Boston when he was 25 
years old and formed the partnership 
of Endicott & Macomber and he con- 
tinued to gain eminence in the business. 
He was a great authority in the field of 
art and was honorary curator of the 
decorative arts of the Boston Museum 
of Fine Arts. He was past president of 
the Marblehead Art Association. He 
was a director of American & Foreign 
and honorary vice-president of the 
American Bureau of Shipping. He is 
survived by a daughter, five grandchil- 
dren and 10 great grandchildren. 

In his early youth, while journeying 
in Italy, Mr. Macomber befriended the 
wife of the head of a great Chicago 
packing firm, who was at the time 
stranded in Rome. Some months later, 
the woman’s husband called Mr. Ma- 
comber to Chicago and in appreciation 
of what he had done offered him the 
insurance business of the concern in the 
east, which has since been retained and 
made the agency one of the outstanding 
ones of New York and Boston. 

John E. Hoffman, who retired in 1935 
as president of American & Foreign, and 
U. S. manager of British & Foreign, Re- 
liance Marine and Orean Marine, died 
at his home at Great Notch, N. J., fol- 
lowing a long illness. During his time he 
was recognized as one of the leading 
marine men in the country. 

He started in the business in 1887 as 
a stenographer with British & Foreign 
Marine. In 1900 he was made secretary. 
Royal, which controls British & Foreign 
Marine, opened its own marine depart- 
ment in New York in 1911 and appointed 
Mr. Hoffman U. S. marine manager for 
Royal and Queen. Later he held the 
same position with Newark Fire, Star 
and Maritime. 

In 1930, the Royal interests desired 
Mr. Hoffman to return to the manage- 
ment of British & Foreign, the marine 
business of which was larger than that 
of Royal. Mr. Hoffman had reached the 
usual retirement age but he consented 
to return to the position which he filled 
until 1935. 

John C. Danaher, 44, head of the Bal- 
timore agency bearing his name, died 
suddenly at his home. He entered the 
business about 30 years ago and has been 
operating his own agency for several 
years. A son, E. J. Danaher, is con- 
nected with the agency. 


IN U. S. WAR SERVICE 


Lieutenant Van Buskirk, who is on 
submarine service in Philippine waters, 
is the son-in-law of C. W. Fairchild, 
general manager of the Association of 
Casualty & Surety Executives, and Mrs. 
Fairchild. Mrs. Van Buskirk and her 
child are residing with her parents. 

John Kline, son of N. N. Kline of the 
Will S. Thompson-Kline Agency of 
Hutchinson, Kan., is reporting Jan. 22 
to the naval reserve officers training 
school in Chicago. 

John Munro, Jr., clerk in the Chicago 
office of Appleton & Cox, and son of 
the head of Travelers engineering de- 
partment in Chicago, has enlisted in the 
navy. 











Fir ire Relnsdtew 
Shun Auto Deals 


Reinsurance companies are constantly 
being offered automobile accounts these 
days in connection with finance writings, 
but their attitude is completely unrecep- 
tive. Several of the specialty companies 
that were formed either under the direct 
auspices of finance companies or else 
concentrating on writing finance busi- 
ness from various sources, started out 
with the idea of relying heavily upon re- 
insurance facilities. They expected to 
retain only a portion of the business for 
their own accounts so as to be able to 
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‘H ow ‘Reciprocity 
Backtired for 
Old Ironsides 


Underwriting Manager Old Ironsides 


Fire & Marine Insurance Co., Chi- 
cago, Ill. 
Dear Sir: 

In accordance with your recent re- 


quest, I am pleased to advise that as 
a result of my investigation of the rein- 
surances of the Old Ironsides Fire & 
Marine Insurance Company, I am of 
the opinion that it would be to your 
advantage to cancel all existing con- 
tracts and rewrite them on an up to 
date basis. 

You know how the fieldmen have 
been beefing about lines and under the 
old setup your top net was $500. With 
the contract I now propose I think we 
can increase this to $750. After all our 


dollar is only worth 59.06 cents so in 
reality we are not really increasing it 
but it looks better on paper and it 


would be a good talking point for your 
fieldmen. 

Another thing I propose doing is to 
eliminate the reciprocal provisions of 
your first surplus account. I remember 
your telling me about that hotel line in 
Kansas and under the new setup your 
board of directors will have no cause 
for criticism in the future. To refresh 
your memory the details were as fol- 
lows: The line came in from one of 
your good agents and the daily report 
had your field man’s initial on it. It 
covered in the amount of $2,500 on a 
frame unprotected hotel. Now as you 


know, frame unprotected hotels at their 
best are not good, but in this case it 


was even worse as it was the headquar- 
ters in this part of the state for all the 
fieldmen. I don't have to tell you the 
reason for this: remember one time we 
drove 50 miles out of our way just to 
have Joe mix us a whisky sour as only 
he can. I’m digressing, I know, but I 
just can’t help it when I think of Joe. 
When we get all this straightened out 
let’s visit him again. I think we will be 


conserve surplus and pass the balance 
on to reinsurers. They are, therefore, 
greatly disappointed and evidently em- 
barrassed by their inability to get such 
accommodations. All sorts of argu- 
ments are advanced as to why a par- 
ticular account is desirable and why it 
is sure to produce a profit despite the 
fact that on the average the finance busi- 
ness is a losing proposition, but the re- 
insurers can’t be successfully wooed 
these days. The collision loss experi- 
ence is too well advertised to make them 
believe that any one particular operator 
has a successful formula. Most of the 
reinsurers are using their surplus to 
handle increase in desirable treaty busi- 
ness and hence. there is no appeal to 
them in the volume that could be ac- 
quired if they accepted automobile of- 
ferings. Some of the reinsurers that did 
some automobile business on a quota 
share basis, as a means of producing 
volume when regular treaty fire busi- 
ness was thin, are now getting out of 
the automobile business. 

Those seeking reinsurance and their 
brokers put the account in the most fa- 
vorable light and frequently will speak 
glibly of a loss ratio that is not particu- 
larly shocking, but they do not include 
in the figures the loss expense element 
which is a very considerable factor in 
the automobile field. 

Some of the deals are offered to rein- 
surers on a 100 percent basis, that is 
the reinsurer pays no fixed commission, 
but agrees to pay the direct company a 
contingent if there should be a profit. 





COMPETENT GIRLS 
WITH INSURANCE EXPERIENCE 
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entitled to a ‘ile on the old expense 
account. 

Well there wasn’t much you could 
do about this line so in order to take 
care of it you set it up as follows: $250 
net, $500 first surplus, $750 second sur- 
plus. Then you were fortunate in get- 
ting $1,000 on a facultative basis. I 
happened to be sitting at your desk 
when you phoned the Wahoo Insurance 
Company to place it, and what a job of 
selling you did. You didn’t lie exactly, 
but boy, how you skirted the truth and 
then you told them about all the good 
business you were going to give them. 

At the last town inspection the field- 
men really outdid themselves. They not 
only ordered the hotel basement cleaned 
out, they waited right there to see that 
their orders were carried out. All the 
refuse was piled outside then someone 
started a bonfire td get rid of it once 


and for all. Well, the wind changed 
and the hotel was no more. 

The Old Ironsides Fire & Marine 
really showed what stuff they were 


made of when the fieldman showed up 
at the local agent’s office with the first 
draft in payment of said loss. 

3ut that was not the end of it, sad 
to relate, it was only the beginning of 
double trouble in triple doses. I have 
to keep reininding you of this once in 
a while else you are apt to forget it 
when you are checking your reinsur- 
ance figures, and it can happen again. 
Remember at lunch you were telling me 
how you were checking the loss bor- 
dereau of your first surplus account, 
the account which called for reciprocity, 
when lo and behold it was there again 
and for double the amount. I know 
you didn’t work any more that day as 
that called for double whisky sours, not 
as good as Joe makes, but what the 


hell! I always say “when it rains it 
pours” and Morton’s salt don’t always 
help. 

The Wahoo Insurance Corapany is 
still a little bit on the sore side about 
the whole deal, but I don’t see why 
they should be as they broke even on 
the deal. 
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They caught you in a weak moment 
and you accepted facultatively another 
risk of like kind and quality which was 
reported total a short time later. Well, 
I know you had your lesson so when 
you get all your figures together we'll 
go over them carefully and dope out a 
plan whereby you will pay for reinsur- 
ance exclusively without a lot of frills 
attached, 

Faithfully yours, 
Ray H. Erickson. 
Erickson is general agent in Chi- 
a number of reinsurance com- 


Mr. 
CZ go for 
panies. 


War Risk Rates 


in Pacific Cut 
NEW YORK—Marine underwriters 


this week reduced war risk rates by 
one-half on shipments to and from the 
Hawaiian Islands and on inter-island 
shipments in Hawaii. The new rates are 
2% percent between North, Central and 
South America, West Indies and Mex- 
ico, on the one hand and Hawaii, and 
Hawaiian inter-island shipments are 11% 
percent. Rates to and from Australasia 
and South Pacific Islands east of 150 
degrees east longitude (excluding Japa- 
nese possessions) have been sharply re- 
duced via Panama and trans-Pacific. The 
rate was formerly 5 percent and now is 
4 percent. Underwriters also promul- 
gated a rate of one-tenth of one percent 
for risks confined to harbors, bays, 
sounds, rivers and all other inland 
waters in the United States east of the 
Rockies covering purely domestic move- 


. ments that are not part of export or im- 


The new rate does not 


port shipments. 
where ship- 


apply to the Great Lakes, 
ments have for some time taken a rate 
of one fortieth of one percent. Cover- 
age against strikes, riots and civil com- 
motion is included in the new rate, 
though these three coverages can be 
had exclusive of the war risk protection 
for one fortieth of one percent. 
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FIRE & CASUALTY 





“To be prepared is one of the most effectual 
means of preservation.’ 


Many unforseen occurences may ensue with the 
unfolding of the New Year. 
well to be soundly insured. The Companies of the 
Royal Exchange Group provide their Agents with 
service which assists them to ascertain the proper 
kinds and limits of protection needed for their pros- 
clients latest requirements. 





Through Peace and Wars 
Since 1720 


Roval Exchange Group 


RoyaL EXCHANGE ASSURANCE 
PROVIDENT FirE INSURANCE Co. 
THE STATE ASSURANCE COMPANY, LTD. 
Car & GENERAL INSURANCE CorpP., LTD. 


11! JOHN STREET, NEW YORK 


LINES... FIDE 


‘“—Washington 


In times like these it is 


BONDS 





LITY & SURETY 
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EVERY WOMAN - - 


— — Knows that fur prices are going up. 
She knows replacement values and today’s 
tax on new furs. But, does she know that 
she can insure her furs against practi- 
cally all perils of loss or damage for less 
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Adopt War Clause 
for Various 
Burglary Covers 


Plate Glass and 
Blanket Bond Decisions 
Are Being Considered 


NEW YORK.—With the sanction of 
the department the National Bureau of 
Casualty & Surety Underwriters has ap- 
proved the recommendation of its bur- 
glary department that the war risk ex- 
clusion clause be attached to these pol- 
Accounts receivable, money and 
securities distribution, comprehensive 
dishonesty, disappearance and destruc- 
tion, premises all risk, messenger all risk, 
securities (for losses in safe deposit 
boxes), securities deposited with public 
officials, and securities on deposit with 
banks or trust companies for safekeeping. 


icies: 


Text of the Clause 


The endorsement which may be at- 
tached to policies immediately and use 
of which is obligatory as to both new 
and —s policies on and after Dec. 
29, reads: “It is agreed that this com- 
pany shall not be liable for loss or yr 
age caused by war, whether declared, 


not, invasion, insurrection, calntillens, 
hostilities, revolution, military or usurped 
power.” 


In addition to the full bureau mem- 
bership these companies have also de- 
cided to use the clause: American Em- 
ployers, Commercial Casualty, Contin- 
ental. Casualty, Employers Liability, 
General Accident, Indemnity of North 
America, Metropolitan Casualty, Na- 
tional Casualty, Preferred Accident, Pro- 
tective Indemnity and the United States 
Guarantee. Still other companies, it is 
anticipated, will take similar action. 


Plate Glass Situation 


While some consideration is being 
given by plate glass underwriters to the 
adoption of the war risk exclusion pro- 
Vision no action thereupon has been 
taken. Company men recall the heavy 
losses they were required to pay _be- 
cause of explosions in the Morgan, N. J., 
munitions manufacturing plant of the 
Gillespie Company during the first world 
war, and of the failure of the government 
to reimburse them, despite the favorable 
recommendation of the Army staff. 
While a bill prov iding for payment was 
offered in Congress it failed of enact- 
ment. 

Surety companies were deluged with 
inquiries from bankers and stock brokers 
as to the status under different types of 
bonds in the event of the loss of secur- 
ities in transit or held in offices at time 
of bombardment or other form of war at- 
tack. Surety bonds have long included 
the war exemption stipulation, but so 
many border line cases are likely to oc- 
cur that the matter of proposed pro- 
cedure is being studied by a special man- 
agerial committee. 
$2,704,000. 


Eye Effect of War 
on Accident Cover 


Especial Interest in Status 
of Civilians Under Bom- 
bardment or Air Raid 


HARTFORD—To discuss the advis- 
ability of amending the war clause in 
policies the underwriting committee of 
the Bureau of Personal Accident and 
Health Underwriters met this week at 
the office of George Goodwin, secre- 
tary accident and health department, 
Connecticut General and chairman of 
the bureau’s underwriting committee. 
Others present included W. F. White, 
A. & H. manager of Eagle, Globe, and 
Royal Indemnity companies, and R. 
M. Brann, secretary-treasurer of the 
bureau. 

Just what effect the active entrance 
of the United States into the war will 
have on accident and health policies still 
seems to be a matter of considerable 
speculation. 

Companies that are members of the 
Bureau of Personal Accident & Health 
Underwriters are continuing coverage on 
policyholders in the service. However, 
no new policies will be issued to persons 
who have been notified to report under 
the selective service act, who anticipate 
enlisting, members of military organiza- 
tions or reserve corps who anticipate be- 
ing called to full-time duty, or any one in 
the armed forces. 

The older bureau forms have no war 
exclusion whatever, even as to military 
service. However, ‘policies issued in re- 
cent years exclude deaths or injuries re- 
sulting directly or indirectly, wholly or 
in part ... from war or acts of war, or 
while in military service. The exclusion 
which the bureau companies will include 
in policies beginning Jan. 1, 1942, and 
which does not differ essentially from 
present exclusion terminology or effect, 
excludes injuries or death caused “by 
war Or any act of war or suffered by in- 
sured while in military or naval service 
of any country at war.” 

The New York member companies of 
the bureau met last week to discuss the 
liability of the companies with respect 
to civilian policyholders who volunteer 
for defense work such as police reserve, 
air raid, auxiliary fire fighting, etc. 
Whether or not companies are liable un- 
der the “act of war” exclusion for acci- 
dents or death while a policyholder is 
engaged’in one of these activities, in a 
blackout, for instance, is a question. W. 
F. White, Globe Indemnity, who is 
chairman of the bureau governing com- 
mittee, presided at the meeting. 

The underwriting committee of the 
bureau, with George Goodwin, Connecti- 
cut General, chairman, is studying the 
entire war situation. It is anxious to 
establish a definite meaning for “act of 
war.” 

Continental Casualty is cancellig its 
accident and accident and health policies 
on those in military or naval service and 
is refunding any unearned premium be- 
yond Dec. 8, 1941, on a pro rata basis. 
This refund will also be made to policy- 
holders entering military or naval serv- 
ice after Dec. 8, as of the date of entry 
into service. 

Continental has arranged to give spe- 

(CONTINUED ON NEXT PAGE) 


Cathcart Goes with 
Peerless Casualty 


Becomes Vice-president 
in Charge of Casualty 
Reinsurance and Excess 


NEW YORK—James A. Cathcart, 


Jv., assistant secretary of General Rein- 


surance, will resign as of Dec. 31 to be- 
ceme vice-president of Peerless Casu- 
alty. He will have charge of all casualty 
reinsurance and excess covers. Mr. 
Cathcart will have his headquarters at 
Peerless Casualty’s New York City of- 
fice, 116 John street. He will succeed 


JAMES A. CATHCART, JR. 


Lester Menegay, who has resigned to 
take a position with another company. 

Peerless Casualty several years ago 
embarked on a program of expansion 
which included the development of cas- 
ualty reinsurance. Additional capital 
was invested in the company so that to- 
day assets bear the unusually high ratio 
of 250 percent to liabilities. Policyhold- 
ers’ surplus is more than $1,200,000, 
while cash and bonds constitute more 
than 75 percent of total assets. 


Native of South Carolina 
A native of Columbia, S. C., Mr. Cath- 


cart obtained his first insurance experi- 
ence in his father’s agency in that city, 
after attending the University of South 
Carolina. In 1930 he went to New 
York City and obtained a job with Gen- 
eral Reinsurance. For the last six 
years he has devoted practically all his 
time to underwriting work. He studied 
law at New York Law School’s evening 
classes and is a member of the New 
York bar. He has the distinction of 
being instructor in charge of the first 
reinsurance course ever given in this 
country. The course, which opened last 
month, is given by the Insurance Society 
of New York. A digest of the lectures 
given to date appears in the Reinsurance 
Section of this issue. 

The reinsurance activities of Peerless 
Casualty are concentrated in New York. 





Reinsurers in 
Casualty Field 
in First Class Shape 


Ample, Sound Facilities 
Provided for Direct 
Companies in War Days 


The professional casualty reinsurance 
companies are closing the year with an 
estimated gain in premiums of perhaps 
17 percent and with a loss record no less 
satisfactory than that of 1940. The re- 
insurers enter the war period in excel- 
lent shape financially. The aggregate 
assets of the five active casualty reinsur- 


ance companies on June 30 are reported 
to have been $80,308,000 and capital, 
surplus and special reserves totaled 


nearly $31,000,000. 
Forget Old Rules 


There has been an increase in rein- 
surance premiums from all lines but the 
most spectacular gains appear to have 
been in surety business and in automo- 
bile. The reinsurers are getting a large 
taste of surety business these days par- 
ticularly. Their resources have been 
very helpful in filling the many large 
contract bonds that have been written in 
connection with the defense program. 
In connection with this business they 
share about the same opinion as do the 
direct writing surety companies which is 
that although normal underw riting con- 
siderations simply cannot be applied in 
passing on contract bond business these 
days, and that although with many con- 
tractors and suppliers the ratio of net 
quick assets to amount of work on hand 
is shockingly low when judged by con- 
ventional standards, yet there is the 
great fundamental saving factor of the 
probability of the government not per- 
mitting a contractor or supplier to go 
broke and so impair or destroy a valued 
war time facility, The surety companies 
are banking wholly on that considera- 
tion and they are pretty thoroughly con- 
vinced that there will be no serious fail- 
ures so long as the great war time 
pressure to produce exists. The factors 
that exist today are regarded as favor- 
able for good contract bond experience 
but there is an underlying apprehension 
on the part of surety men of what might 
happen should there be a change in 
those factors. For instance, the blessing 
of peace might very well be accompanied 
by a depressing effect upon war sup- 
pliers and contractors, because of the 
probability that the government would 
then hold such firms to a good deal 
stricter accountability than under war 
time conditions. Such speculation is en- 
tirely in the realm of theory, because it 
does not seem to be affecting current 
acceptances of surety lines. 

In underwriting surety business, most 
of the old rules have to be forgotten. 
For instance, one aircraft manufacturer 
has $154,000,000 of orders and has net 

(CONTINUED ON PAGE 38) 
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Companies Watch 
Automobiles in the 


Defense Centers 
NEW YORK—Most 


nies writing automobile 
property damage 
ing up on their 


the compa- 
liability and 
insurance are tighten- 
underwriting of cars 
used in points where there are large 
defense projects and which during re- 
cent months have employed far more 
men than before. The concerns are pay- 
ing good wages and hence the employes 


of 


have greater buying power. Many of 
them are purchasing old cars. 


The roads and grounds are very much 
congested. There has been a notable 
increase in accidents in these centers. 
The automobile loss ratio continues up- 
ward and any company that breaks even 
on 1941 writings will be lucky, Some of 
the non-bureau companies have in- 
creased their rates. Accident & Casualty 
has jogged up its rates considerably. Al- 
most all companies are studying individ- 


ual risks, especially ascertaining how 
many people in one family drive the 
insured car, 

Eye Effect of War 

on Accident Cover 

(CONT'D FROM PRECEDING PAGE) 
cial consideration to service men who 
have been policyholders. If application 
is made for coverage in 90 days after 
honorable discharge, the comnany will 


add to the assured’s new policy any ac- 
cumulations which had accrued under his 
former policy at the time of its termina- 
tion. 

One accident and health man observed 
that it is unlikely that men in. service 
now will desire to keep up their accident 
and health policies. Prior to war when 
there was a possibility of the man get- 
ting out in a few or several months, it 
was worth while to maintain the policy 
and its accumulations. But now service 


men will figure they are in for some 
time; their earnings generally are low, 
and the service will take care of them 
in case of injury. 


Much interest has been manifested by 
insured in the question of whether or not 
civilians would be covered in case of bom- 
bardment or air raids. The war clause 
approved by the Illinois insurance de- 
partment after a long series of hearings, 
which is used by a considerable num- 
ber of middle western companies, ex- 
cludes all injuries sustained as a result 
of war or act of war. The exclusion in 
many of the older types of policies, 
which were issued long before air raids 
were ever thought of, applies only to 
military or naval service in time of war. 

Some of the western companies have 
notified their agents and policyholders 
that all injuries sustained anywhere in 
the continental United States will be 
covered in the case of both service men 
and civilians, except those resulting di- 
rectly from an enemy attack. One west- 
ern company which has the “act of war” 
exclusion in a number of its policies has 
given notice that it will cover civilian 
policyholders within the continental 
limits of the United States against 
bombing and other acts of war. 

In England a number of forms have 
been developed, giving air raid cover- 
age exclusively. Originally most of them 
were on a monthly renewal basis, pro- 
viding, for example, £1,000 coverage for 
£1 per month. Now, however, annual 
premium forms have become more popu- 
lar. For a premium of 2 percent, they 
provide a death benefit of £100 per unit, 
with an equal amount in the case of loss 
of two limbs or eyes and £50 for one 
limb or one eye. 

The Chicago member companies of the 
Health & Accident Underwriters Con- 
ference will hold a special meeting early 
in Januaty to discuss the war situation. 
This will be one of the important topics 
of discussion at the conference mid-year 
meeting in Chicago Jan. 23. 
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prea Is Elevated 
in Executives’ Group 














FRANK A. CHRISTENSEN 


Frank A. Christensen, executive vice- 
president of the America Fore group, 
was elected vice-president of the As- 
sociation of Casualty & Surety Execu- 
tives at a special meeting. He will fill 
the balance of the term of the late Ed- 


ward J. Bond, Jr., president of Mary- 
land Casualty. 
Mr. Christensen has been active in 


the association for many years as a rep- 
resentative of Fidelity & Casualty. He 
has been chairman of the public and 
agency relations committee since 1938 
and continues in that post. He also was 
on the executive committee and as vice- 
president remains on that committee ex- 
officio. He has been a member of sev- 
eral other important committees. 


With America Fore Since 1921 


Mr. Christensen was born in Green- 
wich, Conn., and spent his early years in 
Hartford. He first joined the America 
Fore group in 1921 as special agent for 
American Eagle in Connecticut, and 
later was agency superintendent of 
American Eagle in the home office. He 
became assistant secretary of America 
Fore, in 1924, secretary in 1927, then as- 
sistant to the president of Fidelity & 
Casualty and the fire companies, and in 
1932 was elected vice-president. He was 
elevated to executive vice-president in 
1937. 

He served on the Mexican border 
with Troop B, Connecticut cavalry, and 
in the first world war was a second lieu- 
tenant overseas. At the time he enlisted 
he was an examiner with the Orient. 


Virginia F. & M. Promotions 


B. C. Lewis, Jr., vice-president of Vir- 
ginia F. & M. is elected vice-president 
and secretary. As secretary, he succeeds 
W. P. Hill who died recently. At the 
same meeting, B. P. Mallory was elected 


assistant secretary, succeding A. 
Selden, Jr., resigned. For 20 years or . 
more Mr. Mallory has been connected 


with the home office. 


Discuss Company's Radio Selling 


SEATTLE—At the monthly lunch- 
eon of Seattle Accident & Health Man- 
agers Club, R. R. Matthews, North- 
ern Life, reported on the activities of 
an accident and health company which 
is carrying on an extensive radio sales 
campaign in the state. 


Compile Data for N. J. Revision 


NEWARK—A, R. Lawrence, chair- 
man of the Compensation Rating & In- 
spection Bureau of New Jersey, has an- 
nounced that compilation of experience 
data for 1942 revision of manual rates 
will start around Jan. 1 and will follow 
substantially the plan adopted for 1941. 


Rhode end Cee 
Covers Many Subjects 


Announcement has been made of the 
1942 educational - ‘program of the Rhode 
Island Association of Insurance Agents. 
C. E. Fisher, vice-president, G. L. & 
H. G. Gross, local agents at Providence, 
will be the lecturer. He is vice-presi- 
dent of the Rhode Island association 
and is a member of the educational divi- 
sion advisory committee of the Na- 
tional association. The sessions will be 
held at the Rhode Island College of 
Education starting at 7:30 p. m. The 
lectures start Jan. 12. Various automo- 
bile liability subjects will be treated as 
well as auto fire, theft and collision, 
comprehensive auto liability, O. L. & T. 
liability, manufacturers and contractors, 
products, etc. The regular casualty 
course will start March 9, with teams, 
malpractice and comprehensive liability. 
The rest of the series will be devoted 
to workmen’s compensation running 
through March 30. 





Rules on Page-Anderson Point 


Except in the case of non-residents, 
the New York motor vehicle commis- 
sioner, under the new financial respons- 
ibility law, cannot give recognition to 
an automobile liability policy of an in- 
surer that is not licensed in New York, 
according to an opinion rendered by At- 
torney-general Bennett. If a person 
becomes involved and must give evi- 
dence of financial responsibility he must 
proceed to get a new policy from a com- 
pany operating in New York, even if 
he has been carrying on a voluntary 
basis insurance with a non-admitted 
company. So far as a non-resident is 
concerned, the policy must be one of 
an insurer authorized to do business 
where the motor vehicle is registered. 


May Change Mich. Reporting Form 


LANSING, MICH.—The Michigan 
department of labor and industry is 
planning to change the accident report- 
ing forms of its compensation division, 
probably Feb. 1, according to John W. 
Gibson, chairman. 

Hearings were held last week in De- 
troit and Lansing relative to the pro- 
posed changes, with representatives of 
employers, insurers and self-insurers in 
attendance. The modifications are de- 
signed to bring the Michigan form into 
closer conformity with the so-called 
standard form designed by the Interna- 
tional Association of Industrial Accident 
3oards & Commissions, already in use 
in 17 states. Because of provisions of 
Michigan statutes, it is impossible to 
adopt the standard form in its entirety. 


Complaint Against Va. Agents 

RICHMOND — Three Virginia rep- 
resentatives of Inter-Ocean Casualty 
have been cited to appear before the 
state corporation commission Jan. 29 to 
show cause why their licenses should 
not be suspended or revoked for alleged 
violation of the state insurance laws. 
They are Allen G. Dorin, Maurice A. 
Costello and J. C. Knight, agents. There 
is no complaint against the company. 

It is alleged that the agents were 
guilty of misrepresentation in selling 
health and accident policies, that they 
failed to collect the full premiums and 
paid a rebate to certain assured. The 
complaint alleges that policies were sold 
to a number of saw mill operators un- 
der representation that they would give 
protection under workmen’s compensa- 
tion laws. 


Compensation N. J. Bar Topic 


NEWARK-—A luncheon will be held 
Jan. 8 by the insurance section of the 
New Jersey State Bar Association, fol- 
lowed by a discussion on “War Time 
Industrial Problems in Workmen’s Com- 
pensation Coverage.” The discussion 
leader will be Joseph C. Paul, Newark 
insurance attorney. Lionel P. Kristeller 
is chairman, and Samuel Hollander sec- 
retary-treasurer. 
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Seneelons M en : Mok 
on Air Raid Data 


Travelers is preparing to provide its 
policyholders in business and industry 
with all possible information pertaining 





to air raid precautions, as an additional 
phase of its safety engineering service. 
James A. Burbank (right), superintend- 
ent engineering and inspection division, 
studies a map of downtown Hartford 
with J. V. Cropsey of the engineering 
staff. Mr. Cropsey has been trans- 
ferred from New York to the home 
office to coordinate all facts pertaining 
to blackout and air raid precautions and 
preparations which have been gathered 
by company engineers in 95 Cities 
throughout the U. S. 


Accident Ring of 80 Is 
Now Completely Destroyed 


The fake accident ring of some 80 
members that was operating throughout 
the middle west from headquarters at 
Kirksville, Mo., is now completely de- 
stroyed and its known members 
rounded up with the exception of two 
who are still fugitives, according to the 
claims bureau of the Association of 
Casualty & Surety Executives. Federal 
Judge Davis at Hannibal, Mo., presided 
at the close of a two-day arraignment 
of 71 defendants. Fifty-one pleaded 
guilty and 19 were excused from enter- 
ing pleas pending disposition of motions 
with Jan. 9 set as the date for hearing 
argument. Four have been sentenced to 
six months imprisonment, eight have 
been fined, eight were given uncondi- 
tional suspended sentences, one was put 
on probation for a year and the sen- 
tencing of 30 will take place Feb. 2. 

Special agents of the claim bureau 
got wind of the activities of the ring in 
1940 and by Aug. 23 of that year they 
had accumulated sufficient evidence to 
turn the case over to the post office 
inspectors at St. Louis. Thereafter the 
investigation was conducted jointly by 
the post office inspectors and the clainis 
bureau. Dillard Mardis who was presi- 
dent of Old American Life Trust 
Kirksville, Mo., was the ring leader. 

The gang specialized in fake automo- 
bile accidents and members at times 
submitted to extremely serious self-in- 
flicted injuries in order to simulate a 
bona fide accident. Two of the defend- 
ants, it is charged, even permitted the 
amputation of their left arms. 


Insurance Men to Speak 
in Southern Safety Meet 


A number of insurance men are sched- 
uled to take part in the Southern Safety 
Conference to be held Dec. 22-24 in the 
Roosevelt hotel, New Orleans. Jesse W. 
Randall, vice-president of Travelers, 
president Association of Casualty & Sur- 
ety Executives, will speak Dec. 23 at the 
first morning session. 

In the session Dec. 24 on industrial 
safety, speakers will include O. M. Nan- 
feldt, manager accident prevention de- 
partment Employers Mutual Casualty; 
H. W. Heinrich, assistant superintendent 
Tralevers, Hartford; Felix Hargrett. sec- 
retary of Home; E. R. Granniss, direc- 
tor industrial engineering division, Na- 
tional Conservation Bureau. 

Harold Hammond, traffic engineer 
National Conservation Bureau, will ad- 
dress the session on public safety. 
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Colvin Fentress. Jr. 
New President 
of Allstate 


Calvin Fentress, Jr., 
pecsies of Allstate and Allstate Fire 
of Chicago, succeeding the late Gilbert 
Alexander. He was formerly executive 
vice- -president and treasurer. The two 
companies are owned by Sears, Roebuck 
& Co. His father is a well known 
financial] investment man of Chicago, 
who is a director in many corporations. 
His father-in-law is Gen. R. E. Wood, 
former president Sears, Roebuck & Co. 

Mr. Fentress went with the Allstate 
companies in 1932 and has been execu- 
tive vice-president two years. Prior to 
that he was with Lee Higginson Cor- 
poration, New York. He is a graduate 
of Princeton University. He is a di- 
rector of Sears Community State Bank, 
Consolidated Naval Stores and Baker, 
Fentress & Co. He is one of the regu- 
lar attendants at the meetings of the 
state insurance commissioners. 


J. P. Royston to Conn. Bank 


Life Insurance Post 

HARTFORD—Trustees of the Con- 
necticut Savings Bank Life Insurance 
Fund have selected John P. Royston, ex- 
ecutive secretary to Commissioner John 
C. Blackall and widely experienced in 
bank insurance operations, to be secre- 
tary of the fund and director of the bank 
ins urance operations. 

Dr. Baylis Earle of Glastonbury has 
been appointed medical director for the 
fund. No appointment of an actuary has 
been made and for the time being neces- 
sary actuarial services will be engaged 
outside. 

Mr. Royston will enter on his duties 
Jan. te when the plan will be put into 
effec Dr. Earle began his new duties 
eae of this week. 

Trustees have also authorized the 
preparation of a war risk clause to be 
issued on new policies when the system 
begins to function Jan. 1. The clause is 
to be subject to approval of Mr. Black- 
all. It will be effective on policies is- 
sued on ages from 12 to 45 years. Mr. 
Royston as secretary for the trustees of 
the fund has had a prominent part in 
preparing the machinery for operation 
of the system. He entered the insurance 
field in the claims department of Travel- 
ers in Bridgeport and in 1935 joined the 
Connecticut department. 

Dr. Earle is serving as an examiner 
for the selective service board in East 
Hartford. He interned in Hartford hos- 
pital in 1930, was resident pathologist at 
the hospital for a year and engaged in 
general practice in Glastonbury in 1933. 


has been elected 





Getting Away from the 
Combined Limited Policy 


There is a general tendency among 
companies that are writing a limited 
combined accident and health policy to 
abandon this contract, largely due to the 
position of insurance . commissioners, 
who state that there are too many com- 
plaints regarding claim settlements. It 
confined to the 


seems to be largely 
health end of the policy. Some com- 
panies offer limited forms from $2 up 


to $10 covering health and accident. 
The accident contract has not caused so 
much complaint from the state officials. 





To Make Compensation Mandatory 


LOUISVILLE—The state legislative 
council, which has been working on leg- 
islation to be introduced at the January 
session, recommends a_ constitutional 
amendment, to make it mandatory that 
the employer carry workmen’s compen- 
sation. This is in line with a sugges- 
tion made to the council by Governor 
Johnson. The latter called attention to 
a mine disaster in which a number of 
men were killed, and the company could 
not make good, and was forced into 
bankruptcy. 





FteNATIONAL UNDERWRITER 


Views at Life Presidents Association’s parley in New York: Top—William Thomas 


Grant, president Business Men’s Assurance, 
W. T. Grant department store chain, who 
are not related but have been friends for some years. 

Below—Commissioner Thompson of Oregon, Commissioner Julian of 
H. Longshore of Preferred Life of 


They 


General Manager 5S. 


and William Thomas Grant, chairman 
was the former’s guest at the convention. 


Alabama, 


Alabama, and T. B. Donald- 


son, president Pennsylvania General Underwriters and former Pennsylvania insur- 


ance commissioner, 


Child Deliver Lew 
Effect Is Studied 


COLUMBUS, O. — Questions are 
being raised regarding the effect of the 
drivers’ license law amendment concern- 
ing child drivers upon automobile insur- 
ance policies and practices. The amend- 
ment provides that the registrar shall 
not grant a license to a minor under the 
age of 18 years unless the application 
is signed by either parent, guardian or 
other person having custody of the 
applicant, or by some responsible person 
who is willing to assume the obligation 
imposed by the amendment, namely, 
that the negligence of the minor shall 
be imputed to the person signing the 
application, who shall be jointly and sev- 
erally liable with the minor for any dam- 
ages caused by his negligence or wilful 
misconduct. 

The question has been raised whether 
a person who has automobile insurance 
and who signs such application for a 
minor shall be required to do anything 
further and whether by signing the 
application the policyholder “assumes an 





obligation imposed by contract” such as 
would bring him within one of the 
exceptions mentioned in the standard 


policy and thus leave him without cover- 
age. This amendment is being studied 
by casualty companies but no conclusion 
has been reached so far as known. 

The Ohio bureau of motor vehicles 
says that approximately 60 certificates 
of financial responsibility have been filed 
on behalf of minors. The certificates 
name the minor as an assured. In some 
instances where insurance already was 
in force, endorsements have been added 
to the policy on behalf of the child for 
a nominal sum of 5 to 10 percent of the 
premium. The registrar says that some 


Cai. at Last 
O. K.’s Hill Plan 


SAN FANCISCO.—A compensation 
rating plan for defense projects for con- 
tracts on a cost plus a fixed fee plan was 
approved by Commissioner Caminetti 
Monday after a public hearing. The plan 
is similar to that in various other states 
revised to meet California law require- 


ments. Only slight modifications were 
made at the hearing but the commis- 
sioner warned companies it could be 


applied only when the U. S. government 
requested it. The plan was devised 
through conferences between army and 
navy officers, their legal advisers, Pro- 
fessor A. H. Mowbray of the insurance 
department and actuaries of the Cali- 
fornia Inspection Rating Bureau. 


Mass. Bonding Extra Pay 

An emergency allowance of 8% per- 
cent, payable quarterly, has been made 
by Massachusetts Bonding to employes 
receiving $3,000 a year and less. Those 
getting more than $3,000 will get indi- 
vidual adjustment. The first payment 
will be made early in March. Massa- 
chusetts Bonding is also paying a Christ- 
mas bonus by giving a savings bond of 
$25 maturity value to every employe 
that has been with the company since 
July 1. 


of the certificates are written so as to 
terminate automatically when the child 
reaches the age of 18 and that in other 
cases when the minor reaches that age, 
the minor or his insurance company is 
having the license cancelled and a new 
license issued, so as not to run any risk 
of continuing liability. 
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Some Casualty 
Lines Affected 
by War 


There is considerable 
among insurance men reg 
ment of claims under certain of the con- 
ditions brought about since the United 
States actually entered the war. One 
of these is, of course, blackouts—and 
their effect on burglary losses and on the 
liability under accident and health pol- 
icies. The potential loss under work- 
men’s compensation in case factories are 
bombed is something that worries the 
companies. 


speculation 
arding pay- 


Fewer Losses in England 


England, it is reported, has had fewer 
burglary losses under blackout than un- 
der normal conditions. Punishment is 
extremely severe, with shooting not un- 
common. Of course under blackout in 
the U. S. the burglar would never know 
that he wouldn’t, after breaking in, find 
someone on hand. There will also be a 
good deal of patrol work by civilian de- 
fense people during blackouts. 

The claim manager of one large com- 
pany said he did not believe claims un- 
der accident policies could be defended 
because the accident happened during 
and was probably largely due to a black- 
out. His company already has paid 
one or two such claims. 


In Compensation Field 


Companies are taking more seriously 
the possibility of sabotage. Casualty 
company men point out that in the event 
of bombing or explosions they are cer- 
tain to get compensation claims. Should 
the damage occur in a plant close to 
which people are living, assured may be 
liable. The new phase of the war has 
of course increased the chance of 
sabotage materially, even though there 
does not seem to have been any sabotage 
during the defense period. 

One large casualty company now has 
most of its engineers busy checking with 
large risks the matter of protection of 
their plants against sabotage, determin- 
ing what precautions have been taken 
and suggesting further ones, determining 
if such plants permit members of the 


public to visit the plants, what guards 
are on duty, and so on. Companies 


are expected to advise strongly against 
permitting members of the public to 
visit such plants, particularly any plant 
engaged in war production, The reasons 
for this are obvious. Eliminating such 
visits will cut down chances of sabotage 
and at the same time hold down possi- 
bility of injury to members of the public. 

The rounding up and arrest of 


aliens following the declaration of war 
will greatly decrease the chances for 
sabotage, insurance men feel. The 
F. B. I. and the army have been guard- 
ing many key defense plants or have 
worked out competent protection pro- 
grams of this kind for such plants. Pro- 


tective measures are being 


broadened now. 


greatly 


May Require Movers’ Cover 


ST. LOUIS—The legislation commit- 
tee of the St. Louis board of aldermen 
here has taken under advisement a bill 
that would place all moving firms under 
supervision of the board of public serv- 
ice and require them to purchase liability 
insurance of from $5,000 to $35,000. 
Petitions and arguments for and against 
the bill were presented at a hearing. 


American Surety Bonus 
A cost of living bonus is being paid 


by American Surety and New York 
Casualty. It will apply to those whose 
salaries do not exceed $10,000. The 


bonus will be at the rate of 6 percent 
on the first $2,500 of annual salary and 
4 percent on the next $2,500 
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Production Pattern 
Program at A. & H. 
Mid-Year Meeting 


KANSAS CITY — 
nation’s greatest sales congress is the 
objective of the “Pattern for Produc- 
tion” program of the mid-year meeting 
of the National Association of Accident 
& Health Underwriters here Jan. 26-28, 
R. J. Costigan, Business Men's Assur- 
ance, program chairman, announced in 
outlining preliminary program plans. 

A number of acceptances already have 
been received from top-notch disability 
insurance producers. Program topics 
will include: “Courage in Spite of Fear,” 


Staging of the 


“The Value of an Accident and 
Health Account to an Agent,” 
“Our Business—Yesterday, Today, To- 


morrow,” “Prospecting and Time Con- 
trol,” “Presenting the Sale,” “Meeting 
Objections”—panel discussion; “Closing 
the Sale,’ “Conserving Second and 
Third Year Renewals,’ ‘ Motivation.” 
Each speaker will be allotted approxi- 
mately 20 minutes for his presentation. 
“The program is purposely planned in 
continuity to avoid any speaker over- 
lapping on another speaker’ s subject,” 
Mr. Costigan said. The speakers will 
start with inspiration, the opportunities 
of the salesman, prospecting, time con- 
trol, presenting the sale, meeting objec- 
tions, closing the sale, conservation and 
end with motivation, which will be pre- 


sented by Carroll C. Day, Pacific Mu- 
tual Life general agent in Oklahoma 
City. 





Security L. & A. Reinsures 
State Reserve of Denver 


Security Life & Accident of Denver 
has reinsured the business of State 
Reserve Mutual, an accident and health 
company. State Reserve has done busi- 
ness in its home state of Colorado only. 
The company was organized in 1931, 
and has a gross premium income of 
about $90,000 a year. The reinsurance 
agreement was approved by the Colo- 
rado department and by a vote of the 
policyholders in a meeting held Dec. 17 
in Denver. 

E. F. Gregory, formerly vice-president 
of State Reserve Mutual, becomes super- 
intendent of agencies of the accident 
and health department of Security Life 
& Accident. 


George Dyer, Jr., Succeeds 
Father in St. Louis ‘ 


George L. Dyer, Jr., has been ap- 
pointed St. Louis general agent of Co- 
lumbian National Life to succeed his 
father, George L. Dyer, Sr., who died 
recently. He has been connected with 
the agency since 1934. While he has 
been especially active in promoting the 
accident and health business of the 
agency, he has also taken a prominent 
part in its life insurance work.. He 
has been especially active in the young 
men’s division of the St. Louis Life 
Underwriters Association and was his 
father’s right hand man when the latter 
was general chairman in charge of ar- 
rangements for the convention of the 
National Association of Life Under- 
writers in St. Louis. 

He is a graduate of Georgetown Uni- 
versity and was a football star there. 
He served last year as president of the 
Georgetown Alumni Association. He 
has been prominent for several years in 
accident and ‘health association activi- 
ties. He is now first vice-president of 
the National Association of Accident & 
Health Underwriters and is scheduled 
to advance to the presidency of that or- 
ganization at its annual meeting in De- 
troit next June. He was the chief or- 


ganizer and first president of the St. 
Louis association. 

Leon Hughes, cashier of the St. Louis 
agency, is advanced to supervisor. He 
has been with the agency about 11 years 
and the last two years has been devot- 
ing much time to agency management 
problems. He is now vice-president of 
the Cashiers & Office Managers Asso- 
ciation of St. Louis. 

The St. Louis office has the Colum- 
bian National’s largest accident and 


health department and is one of its out-. 


standing offices in production of life 


business. 


—- 


New Pacific Mutual Form 
for Lower Income Group 


Pacific Mutual Life’s new “LC” dis- 
ability policy is designed to meet the 
needs of the lower income group. It 
is issued to employed men only, classes 
A-H. It pays for life for accident 
total disability and 52 weeks for illness, 
with 14 days elimination, paying full ben- 
efits for confinement and one-half non- 
confining, Dismemberment benefits are 
based on multiples of weekly indemnity 
with a maximum of 200 weeks. Air 
travel is covered. The annual premium 
for men ages 18-49, class A, for $1,000 
principal sum, $10 w eekly, $14.05. It can 
be written with principal sum of $1,000 
to $5,000 and weekly indemnity of $10 
to $75. <A rider can be attached for ex- 
tra premium under which elimination pe- 
riod will be seven days instead of 14. 
Two forms of hospital, nurse and surgi- 
cal operation supplements are available, 
one increasing the weekly indemnity 50 
percent and the other 100 percent. 

Pacific Mutual also has issued a non- 
occupational rider, which excludes oc- 
cupational accidents but does not other- 
wise modify the benefits of the policy, 
and can be attached to all commercial 
accident policies except “Pacific life and 
limb” and “Pacific general.” Use of this 
rider makes it possible to extend class A 
rates to classes C to H inclusive. 





Hospital Policy Is Revised 

The State National Life of St. Louis 
has revised its “champion” hospital and 
surgical policy, which covers both sick- 


ness and accident hospitalization. The 
monthly premium for men, ages 18-50, 
is $1.50, providing $5 a day for hos- 


women, 18-50, $2, for $3 a 
day and children, 1-18, $1 a month for 
$3 a day. In each case up to $100 is 
provided for operation fees, and up to 
$32 for extra benefits. If the premium 
is paid monthly, hospitalization is pro- 
vided for 31 days each policy year; if 
paid for 12 months in advance, 45 days, 
with three days added for each year the 
policy is maintained in continuous force 


pital room; 


until 30 days extra have been added, 
making a total of 75 days available 
thereafter. Childbirth benefits are not 


effective until after the first policy year, 
providing one-third room rate for 15 
days for second policy year and two- 
thirds room rate for 15 days thereafter. 
Premiums are increased 20 percent after 
age 50. For certain classes who by rea- 
son of occupation or physical condition 
cannot be accepted at standard rates, a 
special policy is offered without any sur- 
gical benefits, providing $3 a day hospital 
room at $1 per month. There is $1 
policy fee in every case. 





Dr. Ready St. Louis Speaker 


At the December meeting of the 
Accident & Health Underwriters of St. 
Louis, where 25 attended, Dr. James H. 
Ready, medical director of General 
American Life, spoke on the place of 
medical information in connection with 
accident and health underwriting. Many 
pertinent questions were asked by those 
in attendance and several points of un- 
derwriting were discussed very thor- 
oughly. 

The St. Louis group expects to have 
a large attendance at the mid-year meet- 


ing of the National association in Kan- 
sas City. 


Provident Employes Get Bonus 


3onus checks have been received by 
250 employes of the home office of Prov- 
ident Life & Accident, full-time mem- 
bers of the home staff receiving a full 
month’s salary. President R. J. Maclel- 
lan pointed to “a considerable increase 
in business over previous years” as one 
of the reasons for the bonus. Employes 
and their families, numbering about 500, 
will attend a Christmas party Dec. 30. 


Sets Up Great-West Department 


Gordon Cantelon is in charge of set- 
ting up Great-West Life’s new accident 
department, which will start writing 
business about April 1. He was formerly 
with Zurich before he joined the E. M. 
Schwemm agency of Great-West Life in 
Chicago, where he was group supervisor 
before going to the home office. 


Stage Special Christmas Drive 

A Christmas sales campaign with ex- 
ceptionally attractive daily bulletins was 
staged by Illinois Mutual Casualty in 
connection with its annual girls week 
drive. Since 1933 it has been customary 
for the home office girls to sponsor an 
annual campaign featuring some out- 
standing event. In the Christmas cam- 
paign 380 applications were written, the 
girls themselves writing 55 in Peoria. 





United Neighbors Association of Des 
Moines has been incorporated as a non- 
profit organization offering funeral 


benefits at cost along with hospital and 


medical service. E. Carl White is 
president; D. W. Ash, vice-president; 
J. W. Coones, secretary, and C. F. Pye, 


treasurer. White, the president, is head 
of a funeral home and previously had 
started a burial society but discontinued 
it because of a conflict with insurance 
laws. 








Museum of Safety Active 


Dr. Donald B. Armstrong, third vice- 
president of Metropolitan Life, was 
elected president of the American Mu- 
seum of Safety at the annual meeting 
of the trustees in New York. Other offi- 
cers identified with insurance are: Hon- 
orary vice-president, Edson S. Lott, 
chairman U. S. Casualty; vice-president, 
Lew R. Palmer, Equitable Society; sec- 
retary, Julien H. Harvey, National Con- 
servation Bureau. 

In an effort to strengthen the acci- 
dent prevention program the Museum of 
Safety announces a country-wide essay 
contest, the subject being “A Plan of 
Action to Combat the Rising Tide of 
Accidents in the Present Emergency.” 





Plan Minneapolis Safety Rallies 
MINNEAPOLIS—In a move to re- 


duce occupational accidents in Minne- 
apolis, the occupational safety section 
of the Hennepin County Safety Council 
has arranged four large meetings for 
industrial workers in January, Febru- 
ary, March and April. The final meet- 
ing will be a dinner at which awards 
will be made to the industries making 
the best record. 








NEWS OF CASUALTY ASSOCIATIONS 





Carr Named Head 
of N. Y. Club 


NEW YORK—A. L. Carr, National 
Surety, was elected president of the 
Casualty & Surety Club of New York at 
its annual Christmas meeting. Other 
officers are: R. N. Caverly, Fidelity & 
Casualty, vice-president; R. V. Goodwin, 
Fireman’s Fund Indemnity, second vice- 
president; Joseph Gernhardt, National 
Surety, secretary-treasurer. 

New members of the executive com- 
mittee are: C. S. Ashley, Jr., Maryland 
Casualty; William Leslie, National Bu- 
reau of Casualty & Surety Underwriters; 
J. P. Madigan, Fidelity & Deposit; W. J. 
Thompson, Globe Indemnity, and J. E. 
Lewis, Aetna Casualty, retiring presi- 
dent. Attendance at the dinner, nearly 
1,000, was the largest in the club’s his- 
tory. 

Vice-president Caverly presented a 
resolution that the club send felicitations 


to its members serving in the U. S. 
armed forces, which was unanimously 
adopted. 


Mr. Carr started in insurance 39 years 
ago with Ocean Accident in New York. 
The next year he went with the old 
Aetna Indemnity fidelity department and 
later became special agent in Pennsyl- 
vaia. He became manager of the Brook- 
lyn office in 1908, and in 1911 joined 
Arthur Schneider, now manager of New 
York Casualty metropolitan office, in a 
copartnership, representing Massachu- 
setts Bonding, and in 1912 Fidelity & 
Deposit. In 1922 he became manager 
of the Brooklyn-Long Island depart- 
ment, continuing under the name Carr & 
Coutant, later the A. L. Carr Agency. 

Mr. Carr continued as branch manager 
for the Fidelity & Deposit until 1928, 
then he joined the National Surety as 
vice-president in charge of the Brook- 
lyn-Long Island office. About three 
years ago he took charge of production 
work throughout the country, also 
supervising the Brooklya office. 


N. Y. Forum Christmas Party 


_The Casualty Underwriters Forum of 
New York City held its Christmas party 


Guests of honor were A. E. 
automobile department 
National Bureau of Casualty & Surety 
Underwriters; E. W. Sawyer, attorney 
National Bureau, and H. P. Legg, assist- 
ant vice-president Fireman’s Fund In- 
demnity. 


Jones Installed as Head 
of Chicago Managers 


L. S. Jones, manager of Ocean Acci- 
dent, was elected president of the Asso- 
ciation of Casualty & Surety Managers 
of Chicago and was installed at the 
annual meeting. He succeeds W. O. 


Dec. 16. 
Spottke, manager 


Schilling, manager U. S. F. & G. The 
new vice-president is J. M. Fraser, 
manager of London & Lancashire In- 


demnity, who has been secretary-treas- 
urer for the last year, and K. O. Saun- 
ders, resident vice-president Globe In- 
demnity, is the new secretary-treasurer. 


Only Brief Business Session 


This was the annual meeting, but 
there was only a brief business session 
for the election. Most of the time was 
devoted to a jollification, which was 
participated in by John Pabst, a senior 
lieutenant of the navy who is attached 
to the intelligence division and now has 
office in the Board of Trade building, 
Chicago. Some time ago he went on 
a leave of absence from his post as mid- 
western department manager of Fire- 
man’s Fund Indemnity, first being as- 
signed to the Great Lakes Naval Train- 
ing station. 


Reese Heads Underwriters 
Bureau of Washington 


SEATTLE—Mark A. Reese of Seeley 
& Co. was elected president of the 
Underwriters Bureau of Washington at 
the annual meeting. <A. O. Stuberg, 
Massachusetts Bonding, was elected 
vice-president and J. B. Wilberton re- 
elected secretary-treasurer. 

A tribute was paid W. H. Marks, 
C. B. DeMille General Agency, retiring 
president, for his many years of service 
to the organization. Mr. Marks was 
one of the founders of the organization 
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more than 10 years ago and has served 
continuously ever since in various official 
capacities. 

New trustees are Val Webber, United 
Pacific, and J. W. Gowdy, Northwest 
Casualty. 

The organization operates an impaired 
risk bureau for automobile insurance 
carriers, Virtually all of the principal 
companies writing this class of business 
are subscribers. 


Nolan Heads N. J. Underwriters 


NEW ARK—At the annual meeting of 
the Casualty Underwriters Association 
of New Jersey held here John H. Nolan, 
Aetna Casualty, was elected president, 
succeeding James C. Eastmead. Other 
officers elected are: Vice-president, Clin- 


ton L. Templeman, Royal Indemnity; 
secretary, Vincent Donahue, Massachu- 
setts Bonding; treasurer, Stewart S. 


North, Glens Falls Indemnity; execu- 
tive committee, William Haynes, James 
C. Eastmead and Joseph Comerford. 


Offer Services for Defense 


LOS ANGELES—The Casualty & 
Surety Fieldmen’s Association of the 
Pacific Southwest heard L. L. Brown, 


southern California manager of the Na- 
tional Automobile Club discuss some in- 
teresting phases of automobile insurance. 
President J. R. Sherman reviewed the 
directors’ meeting of the California As- 
sociation of Insurance Agents. Reports 
en the educational program were given 
by F. T. Homer, chairman of the co- 
ordinating committee, and R. P.Wilkins, 
chairman speakers forum. 

Mr. Wilkins reported that so far the 
association has provided 10 speakers for 
the educational course in San Diego and 
that several other regional associations 
are making arrangements for the course 
and will call on the field men’s organiza- 
tion to provide speakers. 

In view of the war situation a resolu- 
tion was adopted offering the services of 
members individually and collectively to 
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the government or civil defense authori- 
ties. 


COMPANIES 


Unusual Methods 
of Allstate Are 
Described in Audit 


An interesting account of the system 
of operations of Allstate and Allstate 
Fire, which are subsidiaries of Sears, 
Roebuck & Co., is contained in the re- 
port of the convention examination of 
those companies just released. The 
states participating were Illinois, Wash- 
ington, New Jersey and South Carolina. 
The cost to Allstate of the examination 
was $8,036 and to Allstate Fire it was 
$2,538. The New Jersey, Washington 
and South Carolina examiners collected 
$25 a day, plus $8 a day expenses 
whereas the Illinois examiners got $15 a 
day. 

In most states 
viation and in those 
permitted it offers a 
under which the renewal premium is 
written at a 15 percent reduction pro- 
vided the insured has not had a loss dur- 
ing the experience period, In _ those 
states where Allstate is required to 
charge full standard premiums it writes 
a participating policy and pays a divi- 
dend of 25 percent on passenger cars, 
20 percent on non-ownership and 10 per- 





Allstate writes at a de- 
states where it is 
merit rating plan 


cent on commercial cars. Those states 
are Louisiana, New Hampshire, New 
York, North Carolina, Oklahoma, Texas 


and Virginia. 
About 20 percent of the business is 
secured through direct mail solicitation. 


Mail orders are accepted from every 
state except Massachusetts. There are 
about 214 agents actively engaged in the 
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production of business. Allstate main- 
tains 67 sales offices in Sears, Roebuck & 
Co. retail stores. In addition it main- 
tains branches in New York, Los An- 
geles and Philadelphia. Agents receive 
15 percent commission on new business, 
7% percent on the first renewal and 5 
percent on subsequent renewals. About 
166 agents were on advance drawing ac- 


counts ranging from $100 to $200 a 
month, The advances are charged 
against commissions earned. Louisiana 


agents are on a straight salary basis. 
As of Dec. 31, 1940, assets of Allstate 
were $5,504,410, capital $400,000 and net 
surplus $1,518,693. During 1940 the net 
premiums of Allstate were $3,570,984 
losses $1,275,202, underwriting expenses 
$1,004,279, claim adjustment expenses 
$390,181. There was paid to policyhold- 
and to stock- 


ers in dividends $173,081 
holders $150,000. 

Gilbert Alexander, the president, who 
died was succeeded by Calvin Fentress, 


Jr., the executive vice-president and Paul 
B. Kelly is vice-president-comptroller, 
W. N. Lowe, who was _ vice-president- 
treasurer at the time of the examination, 
is no longer connected with Allstate. 

Allstate Fire had assets of $1,501,358, 
capital $300,000 and net surplus $502,066. 
Net premiums were $1,109,796, 
paid $406,507, claim expenses $31, 
underwriting expenses $360,291. 

It is understood the Allstate compa- 
nies are doing an enormous business in 
New York state due to the impetus of 
the Page-Anderson bill and their agents 
are making big money these days. 


Ohio Casualty Declares 
100% Stock Dividend 


Hamilton, O., has 
cent stock dividend. 
$600,000 and the surplus at 
statement was $1,400,000. In 
1940 it wrote $7,391,275 net premiums. 
The company has had a signal 
and it has made a profit on its business 
and investments. It always has had a 
safe margin to take care of losses and 
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expenses. Its assets probably at the 
end of the year will pass the $10,000,000 
mark. 


Ohio Casualty as at Dec. 31, 1940, 
had assets $9,697,892, premium reserve 
$3,396,299, claim reserve $2,637,007, cap- 


ital $600,000 net surplus $1,400,000 and 
security depreciation reserve $1,002,290. 

The stockholders meeting was held 
Dec. 23 to approve the amendment so 
that the capital stock can be increased 
to $1,200,000. As of June 30, the sur- 
plus and special reserves amounted to 
$2,704,000. 


U. S. F. & G. Buys Coast Building 


SAN FRANCISCO — The United 
States Fidelity & Guaranty has bought 
the seven-story steel and concrete 
building at 444 California street where 


it has occupied three floors for its of- 


fices for 


several years 
_It formerly was occupied by the Pa- 
cific Coast department of Liverpool & 


London & Globe, which built the struc- 
ture after the original building was de- 
stroyed in the fire of 1906, and the 
Globe Indemnity. Negotiations were 
carried on by E. C. Porter, vice-presi- 
dent of U. S. F. & G. in San Fran- 


cisco. L. & L. & G. directors approved 
the deal several weeks ago. 


U.S. F. & G. Declares Extra 


U. S. F. & G. has declared an extra 


dividend of 25 cents in addition to the 
egular quarterly dividend of the same 

amount, both payable Jan. 15 to stock 

of record Dec. 31. 

Approve Okla. Oil Schedule 
OKLAHOMA CITY The Okla- 

homa insurance board has approved 


the new schedule on oil field coverage 
filed by F. F. Lafon, manager Okla- 
homa Compensation Rating sureau. 
[The new schedule revises the former 
codes and sets up new classifications 
for the oil industry, to meet develop- 
ments of the last few years in the state. 
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Irving Trust Moves to 
Indemnify Directors 


The Irving Trust Company of New 
York is one of several New York banks 
that are moving at this time to take ad- 
vantage of the statute newly enacted in 
New York this year permitting New 
York banks to reimburse directors for 
reasonable expenses incurred by them in 
defending against unjust attacks for 
alleged negligence or misconduct in 
office. President H. E. Ward of the 
Irving Trust Company points out that 
numerous other large corporations have 
adopted or are adopting similar by-laws. 
Such a by-law, he states, should operate 
to place Irving Trust on a parity with 
other corporations in securing and re- 
taining the services of desirable di- 
rectors. 

The only litigation now pve to 
which this by-law might apply, the bank 
states, is one in which certain directors 
are attacked by one stockholder for 
having approved Irving Trust joining 
certain other clearing house member 
banks in settling claims made in connec- 
tion with the Harriman National Bank 
& Trust Co. This suit was started 
nearly five years ago but has never been 
brought to trial by the plaintiff. Stock- 
holders will vote on this proposal 
Jan. 21. 

It is believed that at least one or two 
surety companies are again giving con- 
sideration to the issuance of some sort 
of a contract that would indemnify a 


son. Apparently the government is con- 
tent with a 10 or 5 percent token bond 
in some cases, and fewer of the 50 per- 
cent bonds are being required. Most of 
the cantonments and other large con- 
struction projects earlier in the defense 
period took the 50 percent bond. 

The government frequently is increas- 
ing, often doubling, contracts after the 
original letting. The stepping up of war 
production to 24 hours a day, seven-day 
week, will ease the situation for sureties 
with respect to the penalty for failure to 
complete the job in contract time. 

Surety men report business is good, 
and many of them will show premium 
gains this year. 


Accident & Casualty 
to Push Surety Business 


A. F. McCarthy, who went with Ac- 
cident & Casualty as supervisor of 
agencies, being located at its Chicago 
office, was given the task of building 
the organization for production of fi- 
delity and surety throughout the entire 
country. S. Manager Ogden David- 
son has been eager to get the wheels 
moving swiftly in the surety depart- 
ment. He is well acquainted with sur- 
ety as well as casualty. 

Mr. McCarthy has made a good start. 
It is intimated that he will be taken to 
the head office in New York City, possi- 
bly next spring, from where he will di- 
rect surety operations. The company 
expects to write about $100,000 in surety 


Weeks After 
Speedup in Plant 


Indicating the increased hazards un- 
der workmen’s compensation policies in 
these days of war time expansion of op- 
erations is the experience of a _ risk 
whose factory personnel was increased 
almost over night from 200 to 800 but 
with very little increase in the amount 
of factory space. During a period of 
three weeks there were eight accidents 
that caused amputations. One workman 
had been on the job only 15 minutes 
when he lost all of the fingers of both 
hands. 

Some observers feel that there has al- 
ready occurred a large part of the pre- 
dicted increase in accidents due to ex- 
pansion of operations, use of green help, 
etc., and that the loss ratio has pretty 
well adjustéd itself to the higher acci- 
dent level but that from here on a con- 
stantly increasing loss ratio is not neces- 
sarily to be expected. Their theory is 
that there is quite an increase in acci- 
dents during the actual transition period, 
such as in the case mentioned above but 
that after a factory is operating at the 
new level for a time, the accident record 
tends to become stabilized. 


Recall Rucker’s Promotion 


W. Rucker, Jr., once a well known 
casualty executive, who died at his 
home at Cynwyd, a Philadelphia sub- 
urb, sought to organize a casualty rein- 
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surance company back in 1938. He pro- 
posed a capital of $1,000,000 with a like 
amount of surplus and was encouraged 
by pledges of support of the proposed 
undertaking by certain financiers. 
Eventually, however, the effort was 
abandoned. 


corporation for any such payments 
made in behalf of its directors. A year 
ago when there was a good deal of dis- 
cussion of such an idea American Surety 
gave consideration to entering the field 
but finally decided definitely not to The regular monthly meeting of the 
do so. Surety Underwriters Association of 
Cleveland, scheduled for Dec. 22, was 
postponed to Jan. 19. 


~ CHANGES 


Wilkins Named Pittsburgh 


premiums this year. He was formerly 
Chicago manager of Massachusetts 
Bonding. 


CASUALTY COMPANY 
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“Unidentifiable” Coverage 
Is Specified by Letter 


\ letter has been sent to Continental 
Casualty agents bv H. W. Lamb, under- 
writer of surety department, offering to 
furnish an interpretive letter that will 
provide definite coverage against losses 
caused by unidentifiable employes, as General Agent 
now contained in the blanket position 
bond. ‘This situation has been regarded O. L. Wilkins has been appointed 
by the companies as covered under the Pittsburgh general agent of the credit in- 
commercial blanket bond, although it is surance department of London Guar- 
not specifically delineated in the bond. tee. He has been with the company 

Mr. Lamb pointed out that Conti- nine years, for about eight years doing 
nental Casualty has received a number field work for the credit insur- 
of inquiries from its agents asking why ance department, mainly out of the St. 
the commercial blanket bond does not Louis office. Previously he was with 
specify the cover. There appears to be American Credit Indemnity in charge of 


L bilit 
an increasing sentiment among agents the Indianapolis office, with jurisdiction 
for a definite statement that the cover- over Indiana and Kentucky. 


under commercial eer | 


Advance R. H. Coolidge 
NEWARK—Richard H. Coolidge has 
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age is extended 

blanket form. 
\gents already have responded to Mr. 

Lamb’s action, stating that they are get- 


ting a favorable reaction from assured been promoted to superintendent of -— VE 
when they “give” him thé interpretive agents of the Newark branch of Aetna “RY 
letter to attach to the bond without Casualty. John H. Nolan is manager. the : Const, Stracto, & 
additional charge. He feels that he is Mr. Coolidge will take over many of the POssibj];, “TY expo, * its & 
getting something extra. Also, it gives duties which have been performed by — Tesult n¢ a Sed t ind ev . 
the agent another opportunity to call on Alfred G. Trundle who has been pro- Yet th of 0 Suit le me flereg 
assured under favorable circumstances. moted to manager at Atlanta, Ga. ay om s or Misc; ff, bers of Tespo 
aeechienie Mr. Coolidge has been affiliated with Vailab] . be lon. ers ¢ th Ofescs - 
the Aetna for more than 12 years and tract dee: he Ore bee Camo h essio 
Tendency of Government Is_ was a special agent prior to his promo- th esi ed Tact a by a rat OVerac 
. tion. a SPecifin |. to Suard Con- ‘ Omzy - U; —— 
to Waive Smaller Bonds — Th; © tisks he Bains, Offers "ent ung, “?itten 
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President Roosevelt war powers includes W. A. Watso idee aieats af Maust °rganj, a Pione co Ney broker, 
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tracts without competitive bidding and SR6 SAG See. Wass Wavrenng firs will b in . In- 
territory has been the area around Kan- St nt tlon 


without requiring a performance bond. 
Surety men were inclined to believe that 
the government, through the war and 
navy departments and other govern- 
mental units, would continue to require 
bonds on large construction or supply 
contracts. 

However, they also point out that 
there has been an accelerating pressure 
from the government for production at 
almost any cost. Surety men note, a_ been appointed general agents for Amer- 
growing tendency to waive bonds, espe- ican Guarantee & Liability, running 
cially on small purchases, for this rea- mate of Zurich. 


sas City, Mo., has been transferred to 
the Cleveland branch office effective 
Jan. 1. He will replace, as assistant 
manager, Harry Dudley, who resigned 
to enter a local agency in Toledo. 


Duel, Lapey & Co. Named 
Duel, Lapey & Co. of Buffalo have 
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Renait Details ok F siaiesl War Risk Scheme 


(CONTINUED FROM PAGE 4) 





“The Montreal Board of Trade urges 
that since war risk insurance is no 
longer obtainable from the usual sources, 
the government should arrange to afford 
the necessary protection without delay. 
The need for this is obvious and mem- 
bers of this board have urged these rep- 
resentations.” 


RESENTMENT IN SAN FRANCISCO 
SAN FRANCISCO—Criticism has 
been heard in San Francisco’s insurance 
district of the action of the Insurance 
Executives Association in announcing 
that the companies would not write war 
risk and bombardment insurance. These 
men, who have requested that their 
names not be mentioned at this time, 
said that the companies practically in- 
vited the government to enter the insur- 
ance business after so much organized 
activity in an effort to prevent any fur- 
ther invasion of private enterprise by 
the government. 


high execu- 


These men, who occupy ‘ 
tive positions and who are nationally 
influential, said they believe the compa- 


nies should have gone to Washington 
immediately and offered to underwrite 
this risk with the government providing 
the reinsurance—up to as high as 95 
percent. The companies would thus dis- 
tribute the protection and retain the 
status of American private business, in 
the same manner loans are made by 
banks with the FHA reinsuring the 
loan risk. 


-_- 


CHINESE SCHEME REVIEWED 


In view of the interest in the question 
of war risk insurance on land in this 
country, United China Relief of New 
York has put out a statement of how 
the problem has been handled in China. 
Since the war began, war policies 
amounting to a total of $865,000,000 
have been issued for the China Central 
Trust t, auxiliary organization of the min- 

stry of finance, United China Relief 
rol The Central Trust is the sole 
agency in China underwriting war insur- 
ance risks, since none of the 40 private 
insurers operating in China have suffi- 
cient working capital to handle this busi- 
ness, according to United China Relief. 
The joint capitalization of all 40 of those 
companies comes to only $38,351,120. 

War insurance was initiated by the 
Chinese government in October, 1937, 
three months after the outbreak of the 
war as a means of encouraging produc- 
tion and reconstruction of essential 
industries in the Free Western Prov- 
inces, and a reserve of $20,000,000 was 
earmarked for this purpose. Of the total 
war insurance that has been issued thus 
far, $600,000,000 consisted of war trans- 
portation risks, covering goods in transit. 
The remainder—$265 5,000,000—comprised 
land insurance policies, including those 
on bombing risks. 

Land insurance, mainly an | 
against bombing risks now, 1s 


insurance 
unique 


not only in China. Land insurance in- 
cludes risk on industrial properties, 
goods, “godowns” (warehouses) and 


even factories. Of all the cities in the 
interior of Free China where the Cen- 


tral Trust assumes risks, Chungking is 
the most important. The value of its 
policies comprise two thirds of the 


nation’s total. Every year between Nov. 
1 and April 1 premium rates are re- 
duced by one fourth of their original 
amount because foggy weather makes 
danger from air attacks negligible during 
this period. 

Because of its desire to promote pro- 
ductive enterprises in the rapidly-devel- 
oping interior and to insure them against 
undue losses, the Chinese government 
has undertaken war risks at remarkably 
low rates as compared with those on 
other forms of war risk abroad. In no 
does the premium rate exceed 1 
Percent of the total amount insured. 


case 


Special discounts are given to longer- 
term policies and to industries having 
a bearing on reconstruction. 

Despite the phenomenally low pre- 
mium rates and the heavy property dam- 
ages sustained in China from four years 
of Japanese bombardment, war _ risk 
underwriting has proved a financial suc- 
cess for the government. For example, 
the Central Trust was able to collect 
$20,000,000 in premiums on the $600,- 
000,000 of transportation risk issued. 
Half of the $20,000,000 was used for 
compensation on losses and damage of 
the property insured and for operating 
expenses. The remaining $10,000,000 
represented a profit and is now being 
used to reinforce the reserve on land 
insurance where risks are higher. 


PRE-WAR COMMENT 


Tue NATIONAL UNDERWRITER the other 
day ran across a paper that was given 
Feb. 1, 1939, before the Society of Arts in 
London by Commander P. Harrington 
Edwards, R.N., D.S.O., on the question 
of air raid insurance. In the light of 
subsequent developments it is interest- 
ing to review this pre-war speculation. 

“The argument is that there is not 
the same continuity of risk against air 
raids as in fire, motor or death insur- 








ance; in other words, it is intermittent, 
This, however, is only apparently 
so—the danger will always be there, 


although in times of strained relations 
between countries it will be more appar- 
ent. The problem must not be visual- 
ized merely as that of an individual 
who might be apt suddenly to give way 
to panic and desires to insure and then, 
when the panic subsides, gives up the 
insurance and does not desire to insure 
until another threat of war arises. It 
must be looked upon as the constant 
need of the business man, property 
owner and investor, who desire to pro- 
vide continuous cover against this risk. 
The demand for insurance may possibly 
be intermittent, but the risk itself is 
permanent. 


Payment of Claims 


“Objection has been made that it is 
dificult in a mutual scheme to state 
clearly how, or when, claims will be met. 
This, as a matter of fact, is a very real 
difficulty, and many quite sound schemes 
have been abandoned for lack of an 
adequate method being found to solve it. 

“It is admitted that if there were 
catastrophic losses, no fund could pay 
in full in the early stages, but what has 
to be done is to provide a fair, just 
and reasonable provision to meet claims. 
My suggested solution is as follows: 

“One-half the sum received for pre- 
miums is transferred to a special fund 
to be used to pay out claims in full, 
in order of occurrence; and one-quarter 
is placed to a second fund to be resorted 
to when the first fund is exhausted, to 
meet claims pro rata during a period of 
one year. 

“The balance is placed to a reserve 
fund, and again subdivided to meet 
claims in subsequent years; whilst it is 
of course an integral part of the scheme 
that all premiums, less commission, can 
only be drawn upon for the purpose of 
pavment of claims. 

“This should enable all claims arising 
from an air raid causing moderate dam- 
age to be paid in full, whilst if the raid 
is followed by others and larger raids, 
it would enable further claims arising 
in any year to be paid pro rata, and 
would provide still further sums and a 
useful nucleus to meet claims in later 
years. 

Capital Requirements 


“The objection is very often made that 
enormous capital is required, but when 
faced, this objection almost entirely van- 
ishes. The person making it generally 
says: ‘Supposing the whole of London 


is destroyed, where are you?’ The 
answer is: ‘Please state how much of 
London is insured against air raid risk, 
and then the reply can be given’—be- 
cause the whole of the risk on each 
building would not be insured under the 
scheme, as there would be a fixed limit 


on each property, and the ‘spreading of 
risks’ would mean that if a thousand 
million were insured on London, ap- 


proximately ten thousand million would 
have to be spread over property else- 
where. 

“It is useful, 
as an example, for 


to take London, 
it shows how many- 
sided the problem is. One is apt to 
forget that the winding Thames is a 
natural barrier to the spread of fire in 


however, 


many directions. Again, we have the 
parks, which practically separate the 
east from the west, whilst the number 


of squares and wide streets also should 
help naturally to stay a conflagration. 
Value of Securities 

“Practically no capital would be large 
enough if a company was prepared to 
insure fully, so as completely to cover 
every building and every building de- 
stroyed—it is only by pooling the pre- 
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miums and spreading the risk that this 
new form of insurance can be started. 

“This is a serious difficulty in practice, 
the assumption being that if there is a 
great war, securities will fall, and be 
difficult to realize, just at the time when 
the company requires its money liquid 
to pay claims. 

“This is a reasonable argument, and 
one that every man May encounter, 
should he desire to draw on his bank 
or sell securities during a great war. 

“There is space to mention only a few 
sugge estions: : 

“(1) In a fairly remote isolated spot, 


duplicate books to be kept and a 
nucleus of a staff. 
“(2) The trustees of the premiums 


fund to arrange with their bank that in a 
small branch office, with a large strong 
room, near the position mentioned in 
the previous paragraph, a certain por- 
tion of the trust fund in notes and per- 
haps gold and silver to be stored, which 
can be drawn in an emergency. 

“(3) Investments, probably quite dis- 
similar to the usual trustee class and 
some in distant countries, will be favored 


and with a character unlikely to be 
affected seriously by war. A list has 
been prepared of such investments 


which should not suffer by war. 
“There would, of course, be no object 
in insurance unless there was a danger, 





What should an Agent 
expect from a Company : 


? 


First, he should expect that his com- 
pany will back him all the way under 
the terms of the policies he writes .. . 
He should expect a claim department 
that settles claims quickly, courteously, 


satisfactorily 


He should expect 


the company to be strong enough to 
fulfill all obligations assumed under 
its policies. Finally, he should expect 
ADEQUATE COMMISSIONS FOR 


HIS EFFORTS. 


If you are on the lookout for a company 
which guarantees complete underwriting 
facilities, why not find out what Ohio Cas- 
ualty has to offer? A postal card will bring 


full details. 
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Home Office - Hamilten, Ohio 
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but no useful purpose is served by fail- 
ing to recognize the danger at its proper 
value without minimizing or exagger- 
ating it, and the whole question of 
bombing by air can be considered under 
three heads: 

“1. Gas bombs.—These dre unlikely 
to be used against towns; they would be 
very local in their effect and should 
cause practically no damage to property; 
moreover, as the injury to health caused 
by the most dangerous gas is generally 
delayed action, there would be little 
danger of death or even of serious panic 
in towns. 


“9 High-explosive bombs. These 
do great damage to any buildings hit 
and cause loss of life, but again their 


and statistics show that 
hurt, the area of 
not so great as 


action is local, 
whilst there are many 
the serious damage is 
one would imagine. 

“3 Incendiary bombs.—These 
likely to cause most damage, as the fire 
spreads rapidly unless early steps are 
taken. Moreover, the number of incen- 
diary bombs that a modern bomber can 
release is enormous, but experience 
shows that there is very little loss of life 
or personal injury caused by these 
bombs; they are comparatively small 
and do not explode but gradually set fire 
to everything around them, hence the 
normal individual should usually have 
= to get away without personal in- 
jury. However, the danger to property 
auael by many spreading fires is con- 
sidueals le. 


Air Raid Insurance Unprofitable 


‘This is an objection that only time 
can prove to be accurate or otherwise. 
As has been stated, a scheme should be 
a mutual one and all premiums received 
must be placed into a special trust 
account, which is not to be used for any 
other purpose than to satisfy the claims 
ot policyholders. 

“It necessarily follows that the ex- 
penses of the scheme will be provided 
by the members themselves, until a date 


are 


when the funds invested bring in suff- 
cient income to cover necessary ex- 
penses. 


“It is obvious that if there is a well- 
spread and large demand for such insur- 
ance, the income should increase at such 
a rate that the working of the scheme 
should be simple and premiums reduci- 
ble to a quite nominal rate. 

“It is certain that to give an illusion 
of security when there is no real secur- 
itv is to render very ill service to those 
investors and property owners who 
demand air raid insurance; however, all 
insurance had to have a beginning, and 
nearly all new insurances started with 
the idea of the persons interested shar- 
ing in the risk. Perhaps it will simplify 
things if the matter is considered in this 
way. ‘Insurance’ in the true sense of 
this term, i.e., full cover secured by pay- 


-<ment of a premium, is practically im- 
possible, but that ‘Assurance’ in the 
sense of an equalization scheme, by 


which damage would be made good (or 
partially made good) by the payment 
of those whose property has not been 
damaged, should be practicable.” 





General of Seattle Still 
Writes Land War Risk 


(CONTINUED FROM PAGE 4) 


simply changed the rates and 
forms as conditions have changed, and 
we have and will accept the business 
only in amounts and localities that can- 
not affect or jeopardize the financial 
condition of the company. However, as 
the reinsurance market is extremely 
limited, we will have to restrict our lines 
and naturally want to give preference to 
customers and agents already doing 
business with the General on other lines, 
or intending to do so. 

“Our forms are the Explosion Confer- 
ence forms, and our rules follow the 
Explosion Conference rules, as published 
eftective Nov, 21, 1941, with the excep- 
tion that we must have payment with 
the order, and no orders are to be 


We have 
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receives 


W. D. 


accepted unless the company 
same.” 
The statement was made by 


Gullifrod. 
Policies Are Noncancellable 

It is explained that the policies issued 
are for 60-day term only and are non- 
cancellable. Agents may not bind the 


risk but must submit application to the 
nearest company office or general 
agency. There is no exception to the 


rule that applications must be accompa- 
nied by premium payment. 
The maximum lines that will be writ- 


ten are: 
——Coinsurance 
50% 80% 90% 100% 
; 3 $ $ 

Fire resis- 

tive con- 

stru C- 7” ‘ 

tion .100,000 125,000 135,000 150,000 
All other 

construc- 

tion 25,000 30,000 30,000 35,000 

These are maximum lines per risk, 
whether on building or contents, and 
are subject to reduction according to 
judgment of accepting office. General 


states special attention will be given to 
other war risk liability in the same block 
or vicinity and acceptances reduced 
accordingly. Policies must contain at 
least 50 percent coinsurance. 

Zone 1 Most Hazardous 


In zone 1, states on both coasts and 








the southern border, rates applying to 
risks not within or closely adjacent to 
the central business districts of large 
cities are: 
Coinsurance —_——, 
50% 80% 90% 100% 
Fire resis- 
tive con- 
stru c- 
tion . .20 .14 13 12 
All other 
construc- J , 
108. asic wae oad 195 18 
Rates applicable to risks within or 


closely adjacent to the central business 
districts of large cities are: 





o— —Coinsur rrr, 
50% SOG 90% 100% 
Fire resis- 
tive con- 
struc- J 
tion .. . .36 -252 234 .216 
All ot he e Y 
construc- \ bs - 
Mon .iae WS .ot8 301 324 
Zone 2 includes risks in all other 
states and carries these rates: 
m—-——Coinsurance —_——, 
50% SO% 90% 100% 
Fire resis- 
tive con- 
stru ce 
COO «2d oO .07 .065 .06 
All other 
construc- ; 
SER ceane cbS -105 097 -09 
The rates above are quoted per $100 


of insurance for 60 day term. 

General states it does not write any 
target-risks such as plants manufactur- 
ing military, naval or aviation supplies, 
or shipyards, or any risks within one 
mile of such or within one mile of a 
military, naval or aviation establishment. 


—_- 





BIG SALE IN SEATTLE 

SATTLE—It has been estimated 
that any where from $150,000 to $200,000 
in war and bombardment premiums 


were written in the state of Washington 
the day war broke out. Rhode Island 
and General of Seattle were taking lines. 

Lloyds brokers were also binding risks 
at a fast clip until the afternoon of Dec. 
8 when they were advised by cable that 
the London market was closed to fur- 
ther commitments. The initial war 
scare resulted in an avalanche of re- 
quests for coverage, and there appeared 
to be little disposition on the part of 
the public to quibble over rates. 

Brokers were literally lined up at the 
offices that were binding war and bom- 
bardment coverage. It is understood 
that Lloyds contracts provide for either 
a five or 10-day cancellation notice pro- 
vision, but all brokers ceased writing 
business upon receipt of cable advices 
to refrain from making further commit- 
ments. 

One Seattle firm carried a large news- 
paper “ad” soliciting the business. There 


was still a limited market up until Dec. 
11 when Rhode Island finally discon- 
tinued taking lines. General of Seattle 
is continuing to write the coverage on 
a conservative basis, underwriting each 
risk submitted on its merits and with 
due regard to existing liability. 


PERSONALS 


Mrs. Jay DeYoung, wife of the man- 
ager of the Continental Casualty’s dis- 
ability division in Chicago, was seriously 
injured when with their 5- year-old 
daughter, Carole Joy, she alighted from 
a bus in Oak Park and attempted to 
cross the street. It was dusk and the 
driver of a car failed to see her in time 
to avoid the accident. She is in W est 
Suburban hospital, Oak Park, where it is 
expected she will have to remain for at 
least three months. Carole was bruised 
and shaken. Mr. DeYoung reports his 
wife’s condition now is favorable. 

Bart Leiper, advertising manager of 
Provident Life & Accident, has been 
elected first vice- president of the Chat- 
tanooga Safety Council. 

Heading the insurance and allied sec- 
tion of the council are Hugh Maclellan 
and J. W. Oliphant, local agents. W.S 
Keese, Jr., local agent, resigned as vice- 
president of the Safety Council, along 
with other civic posts, because of his 
election as a member of the executive 
committee of the National Association 
of Insurance Agents. 


DEATHS 


H. A, Luther, formerly vice-president 
in charge of agencies of North Amer- 
ican Accident, died suddenly at his 
home in San Francisco. He started with 
the company shortly after 1900 as a 
personal producer. He was transferred 
from Illinois to New York, where he 
built an agency. He was invited to the 
home office during the war years to be- 
come agency manager and later vice- 
president. In 1927, at the peak of his 
success, he decided to retire and went 














to California, but couldn’t stay out of 
the business and again entered the 
agency field, maintaining an office in 
San Francisco until a few days before 


his death. North American also has lost 
another veteran in its agency organiza- 
tion in the death of I. H. Pinner, who 
started with the company 40 years ago 
and was for many years in charge of 
its New York City agency. 


_ Charles H. Collette, 51, claim adjuster 
tor many years with the Boston office 
of U. S. F. & G., died of a heart attack 
while driving from Haverhill, Mass., to 
his home in Marblehead, Mass. 

R. A. Cavenaugh, secretary-treasurer 
of Illinois Commercial Men’s Associa- 
tion and Illinois Trav eling Men’s Health 
Association, Chicago, died at the age of 
80. He was one of the founders of I. C. 
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M. A. in 1892 and founded the other 
company in 1911. Mr. Cavenaugh had 
been a traveling salesman for a whole- 
sale house. Fifty years ago traveling 
men were considered exposed to ex- 
treme hazards, including train wreck, 
which then was a national problem. 
They could not get accident coverage. 
Mr. Cavenaugh joined with other travel- 
ing men in setting up their own insur- 
ance vehicle. It has prospered greatly. 

He was highly regarded in the business 
and was one of the founders and twice 
president of the International Federa- 
tion of Commercial Travelers Insurance 
Organizations. He was heard on pro- 
grams at accident insurance gatherings 
in past years although he had been less 
active for the last 10 years. 

Mr. Cavenaugh’s two sons, Richard F. 
and Robert A., are assistant secretaries- 
treasurers in his organization, Robert in 
I. C. M. A. and Richard in the health 
company. 


H. J. Just Is Advanced 
NEW YORK.—Herbert J. Just has 


been appointed manager of the agency 
and production department here for 
Maryland Casualty. He succeeds Stephen 
Bedell, Jr.,. who was recently advanced 
to manager of the casualty department. 
Mr. Just has had 22 years experience. 





Broadfoot with Day & Son 


VANCOUVER, B. C.—Frank C. 
3roadfoot, for several years branch 
manager of the General Accident of 


Canada, has been appointed casualty and 
inland marine manager of British Co- 
lumbia general agency of Robert S. Day 
& Son, which has offices in Vancouver, 
Victoria and Nelson, B. C. 


Buck Heads Coast Accountants 

SAN FRANCISCO—H. G. Buck, 
Balfour-Guthrie Company, has _ been 
elected president of the Insurance Ac- 
countants Association of San Francisco. 
H. P. Carlyon, Glens Falls, is vice-presi- 
dent; W. Gropius, Cal-Union Agen- 
cies, secretary. On the executive com- 
mittee are William Loynd, Cravens, 
Dargan & Fox, and George G. Macin- 
tosh, Fireman’s Fund. 

Installation of the new officers has 
been deferred indefinitely following can- 


cellation of the plans for the annual 
banquet Dec. 19, owing to fear of black- 
out. 

Salina Insurance Women held a 


Christmas party at the home of Presi- 
dent Marcelle Hinnenkamp, featuring 
a gift exchange. Mrs. Roy Omer, wife 
of the Mutual Benefit Health & Acci- 
dent manager, discussed “Health and 
Accident Insurance.” 
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Valuable Pointers in General 
Cover Field Are Brought Out 


The 125 who attended the round table 
discussion on general cover contracts 
under the auspices of the Insurance 
Agents Association of Pittsburgh were 
treated to much excellent, authoritative 
material. The members of the panel, 
each of whom is an authority in the 
field, had prepared carefully in advance 
and a manuscript was followed, so that 
the presentation was well organized. 

T. D. McCarl, assistant manager of 
the Interstate Underwriters Board, led 
off with a statement about the history 
end development of the I.U.B. Today, 
he said, there are more than 1,500 big, 
national representative assured super- 
vised by the I.U.B., and these accounts, 
written under forms 1, 2 and 5, repre- 
sent more than $6,000,000 in premiums. 
In addition there is another $4,000,000 in 
premiums written on forms A and B, 

Members of the I.U.B. each year are 
writing an increasing proportion of the 
available floater and reporting form 
business. For instance, in 1940, 46 ac- 
counts that had been paying $120,000 in 
premiums left I.U.B. companies to go 
with mutual and non- -board insurers but 
i.U.B. companies acquired 70 new ac- 
counts involving more than $180,000 in 
premiums on business formerly written 
by non I.U.B. institutions. 


Suited to Problems of Hour 


1.U.B. forms, according to Mr. McCarl, 
are particularly suited to the insurance 
problems of the assured in these days 
of change because these forms auto- 
matically cover at new locations, pro- 
vide cover for increases and reduce pre- 
miums as decreases in value occur and 
follow to insure changed commodities. 
The present emergency, he said, is one 
of the big reasons why the I.U.B. pro- 
mulgated rule extensions recently in re- 
spect of large individual risks that have 
only one location and in reference to 
handling the problem of a manufacturer 
in insuring his stock. 

Thereupon the panel went into action 
and each form was discussed. A. J. 
Ruth of Pittsburgh, 
special agent of 
-ire Association, 
discussed I.U.B 
form No. 1 and 
some _ interesting 
points were brought 
out in answer to 
questions. For in- 
stance, DeMott Bel- 
cher, assistant sec- 
retary of America 
Fore, inquired 
whether the I.U.B. 
forms offer any ad- 
vantages toa small 
chain of retail 
stores such as drug stores, where there 
is no fluctuation in values. 

Mr. Ruth expressed the belief that 
there is no stock of merchandise which 
will not fluctuate substantially in values. 
A drug store maintains fairly stable 
quantities and frequent deliveries and re- 
plenishment may maintain the stock 
with little variation but the druggist has 
little idea of what he may have to pay 
for the next shipment of materials that 
make up his stock and if it is a modern 
type of drug store its values will follow 
seasonal trends, as witness the appear- 
ance of most drug stores during the holi- 
day season. 

J. Sherman Campbell, president of 
Keystone Adjustment Corporation, in- 
quired whether an assured who is eligi- 





DeMott Belcher 


ble for I.U.B. form No. 1 may take out 
this form when he does not take monthly 
inventory but only yearly inventory. Mr. 
Ruth replied that the reporting forms 
have no provision that monthly inven- 
tory shall be taken nor are monthly in- 
ventories required to be reported. In 
respect to values there is very little dif- 
ference between a reporting form and a 
specific policy written with coinsurance. 
Under both circumstances the assured 
must determine his values and for 
proper coverage must be certain he ar- 
Tives at an adequate figure. Some as- 
sured take monthly inventory and report 
accurate figures to the insurer, others 
can file proper reports from perpetual 
inventory records but in many cases par- 
ticularly the smaller risks, the value of 
the property can easily be determined 
monthly from records and from the as- 
sured’s own personal knowledge of the 
business, 

Mr. McCarl gave a discussion of form 
No. 2 which he observed was originally 
intended to cover stock only in risks that 
are highly seasonal such as canneries 
fertilizer plants and vegetable oil in 
tanks, etc. It covers stock only and 
originally in all cases called for a month 
end statement of weekly average values, 
Lately it has become permissible to report 
month end values on nearly all types of 
property. With these exceptions there 
is little difference in forms 1 and 2, al- 
though under form No. 2 if the values 
on which the provisional amount of in- 
surance is based are less than the peak 
value at some particularly large location, 
the limit at that location may be allowed 
to exceed the provisional amount of the 
policy. 


Belcher on Form No. 5 


Mr. Belcher, in speaking of form No. 
5, said it is ‘the “good old fashioned 
blanket insurance that is written through 
the I.U.B. with certain important 
changes that make it applicable to large 
high grade assured with property that is 
scattered widely.” It is usually written 
to cover in more than one state al- 
though, except in Texas it may be 
written single state. There must be five 
or more locations with eligible property 
and $300 minimum premium. There is 
always the coinsurance clause either 90 
or 100 percent. If the account covers 
wholly in Western Actuarial Bureau ter- 
ritory 100 percent coinsurance must be 
used. Wherever possible, Mr. Belcher 
said he recommends the use of 90 per- 
cent because this gives the assured a 
little leeway to take care of increasing 
values. 


Interesting Analogy 


The form 5 policy, he said, is much 
broader than a collection of specific poli- 
cies covering the same property. To il- 
lustrate he made an analogy with house- 
hold residence insurance. Suppose the 
policy had to be written to cover so 
much in the living room, so much in the 
dining room, so much in the kitchen and 
specific amounts in each bedroom and 
rumpus room. Then, at housecleaning 
time, when the furniture is shifted all 
about, the assured would have to bind 
an increase of insurance in certain 
rooms, cancel the insurance in other 
rooms, etc. Although that sounds ridic- 
ulous, it is just as ridiculous to insure 
on the same basis, he said, stock that 
might move from location to location or 
increase at one point and decrease at an- 
other without affecting the total mate- 


rially. The convenient way is to give 
the United States of America as the lo- 
cation which is the equivalent of giving 
the house as the location of a residence 
policy, thus covering contents in every 
room. 


Emphasizes Coinsurance 


Mr, Belcher emphasized that there is 
a coinsurance clause on a form 5 policy 
He said where there is fluctuation on 
the total value over all locations that 
would not be absorbed by the difference 
between the amount of insurance car- 
ried and 90 or 100 percent of the total 
value under peak conditions reporting 
form No. 1 or form A should be em- 
ployed. Form 5 is recommended when 
the fluctuation in values will be minor. 
For instance a chain of retail meat mar- 
kets without a large warehouse. The 
other type of account to which form 5 
is recommended is that which is unable 
or unwilling to make monthly reports of 
value by location but qualifies for and is 
deserving of a more convenient form of 
insurance than a specific item schedule 
or a large number of separate policies. 
It is much easier to increase and reduce 
a form 5 policy’s total amount over all 
locations than it is to disturb five or 
more individual policies covering certain 
addresses. 

If the assured purchases adequate in- 
surance so that he will never be a co- 
insurer and if the limits are set pronerly, 
he has a fine, broad blanket policy, Mr. 
Belcher stated. If values increase, how- 
ever, he may find himself a coinsurer at 
some later date and that is why form 
5 should not be used if the assured can 
and will report values and if it is anti- 
cipated that there will be a material 
increase or decrease in the value over 
all during the currency of the policy. 


Class Floater Form 


Mr. McCarl gave an explanation of 
the class floater form. The type of prop- 
erty that comes under this form is usu- 
ally a consigned stock that is widely dis- 
tributed in small amounts. Where 
material is consigned to certain selling 
corporations, the owner can never be sure 
just where the stocks are located and 
this problem is handled single state by 
the so-called 100 percent coinsurance 
floater and interstate by the class floater. 
Limits are usually restricted to $2,000 
and exclude the assured’s principal place 
of business. There is a 100 percent co- 
insurance clause and the line must be 
watched closely. 

Mr. Belcher went into the matter of 
forms A and B. He pointed out that 
the basic theory of a reporting form is 
the granting of too much insurance or 
“limit” so that the assured will never 
be under insured by limit. He is then 
charged for the actual amount of in- 
surance used. 

A policvholder has a policy covering 
for an amount that is greater than he 
thinks he will need. He feels safe. He 
has paid a deposit premium on part of 
this amount and knows at the proper 
time an accounting will be made and 
the premium adjusted on the average of 
the values he reported. He then feels 
thrifty because he knows he is not pay- 
ing for unnecessary coverage. He knows 
that if his estimated peak value was set 
too low he has a regular time of checkup 
and that his report will reveal values 
over the limit so that he will have the 
opportunity to purchase higher limits. 


Problem of Reporting Values 


To gain this definite advantage. how- 
ever, the assured has the problem of re- 
porting values. This should not be dif- 
ficult for a well ordered business, 
however. 

Among other things he pointed out 


that forms A and B both contain a pro- 
vision that the deposit and earned pre- 
mium must be at least $100 a policy. 
That is different from forms 1, 2 and 5 
where the minimum premiums apply 
only to the account. In forms A and B 
if there are three companies writing a 
third of the risk the deposit minimum 
premium for that account becomes $300. 

In answer to a question as to the ap- 
plication of the coinsurance clause, Mr. 
Belcher said at the time of loss under 
form 5, the adjuster determines the 
value of all property at risk to see that 
enough insurance is carried to manly 
with the coinsurance clause. Under re- 
porting forms 1, 2, A and B the adjuster 
goes back to the last report of value at 
the location involved to determine 
whether the value reported was correct. 

There was a question as to how rate 


changes are handled during the term 
of a policy. The reply was given by 
W. K. E step, manager of the Allegheny 


division of the Middle Department Rat- 
ing Association. He said there is no 
reason to deny an assured the benefit 
of a rate reduction due to improvement 
simply because he uses a reporting form. 
However, since several locations may be 
involved, if an application is made to take 
advantage of a rate reduction, then the 
entire list of locations would be reviewed 
and if any increase has occurred the en- 
dorsement must include the increases as 
well as the reduction, 


Question of Cost 


In answer to the question whether the 
use of a reporting form is more costly 
than specific insurance, Mr. Estep said 
this might easily be so. Full coverage 
is required and since it might call for 
a 25 percent increase in amount of in- 
surance carried over that required for 
80 percent cover some additional cost 


might be involved. Since each policy 
carries a minimum premium require- 
ment, an attempt to divide the insur- 


ance among several agents might cost 
the assured more in premium, In 
sprinklered risks especially full term 
privileges are granted for contents. The 
writing of reporting form limits the 
term of policy to one year and the as- 
sured, therefore, loses the advantage of 
the term privilege and this might cost 
additional premium. 

C. H. Alexander was chairman of the 
meeting. In addition to those that con- 
stituted the —_ there were at the head 
table W. Ray Thomas, president of the 
Pennsylvania Association of Insurance 
Agents; Charles Reid, president of the 
Pittsburgh Insurance Agents Associa- 
tion, and Mrs. Arthur Miller, who gave 
a talk concerning blood donations for 
the Red Cross. 

E. W. Murphy is chairman of the 
educational committee of the agents’ as- 
sociation which is sponsoring these 
forums. 


Jones Reassures Public 


The insuring public of Illinois was re- 
assured by Insurance Director Jones in 
a statement that there need be no fear 
their insurance protection will be en- 
dangered by the war. He said the in- 
surance code prescribes adequate stand- 
ards of solvency, the department is 
vigorously enforcing it, and there is no 
question about companies operating in 
Illinois whose head offices are located 
in foreign countries. The only foreign 
companies now operating in the State, 
he said, are those of nations remaining 
neutral or who are allies of this coun- 
try, these being British or Canadian. 
He pointed out attachment of war 
clauses to new life insurance policies is 
purely as a safeguard to all policy- 
holders. 
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Agents Told How to 


Aid in War Effort 
by Prevention Work 


In answer to agents who are anxious 
to make a real contribution to the war 
effort, Travelers “Protection” has pub- 
lished a_ special article analyzing the 
situation from the agents’ standpoint. 
This is a war of production rather than 
men, it is pointed out. Consequently, 
anything that interferes with production 
is of direct assistance to our enemies. 

Insurance men are familiar with two 
hazards that are constantly interfering 
with production—accident and fire. 
Losses from these hazards causes a di- 
version of time, energy and materials 
from more desperate needs. Injuries to 
workmen slow up production and agents 


can aid in checking these by getting 
employers to give their wholehearted 
cooperation to insurance safety engi- 


accident prevention 
work assumes a greater importance. 
Soldiers, sailors and_ skilled defense 
workers are constantly being killed or 
injured in automobile accidents. The 
time and energy of doctors and nurses, 
spent caring for the victims of automo- 
bile accidents can’t be used to meet 
more urgent needs elsewhere. Workers 
whose skill is diverted to the repairing 
of wrecked automobiles cannot build 
airplanes or tanks. Rubber and other 
essential materials destroyed in automo- 
bile accidents eat into the nation’s 
rapidly diminishing reserves. 


neers. Highway 


Can Play Important Part 


“As an insurance man you can play 


an important part in this war of pro- 
duction by first practicing safety in the 
operation of your own car and then 


preaching safety to all with whom you 
come in contact. Make people realize 
that it is not patriotic to have an acci- 
dent today. 


“Like accident, fire also interferes 
with our war effort wherever it may 
occur. Manufacturers of war materials 


are on their guard against it, so obvious 
is its assistance to the enemy. But fire 
in the home is nearly as bad as fire in 
a factory. Here again essential materials 
are destroyed and labor must be em- 
ployed, not to produce the arms that we 
need to win the war, but merely to re- 
place things that were destroyed by 
someone’s carelessness. Here again both 
patriotism and selfishness demand that 
we take all possible precautions against 
fire at this time. The man who is 
burned out of his home today may stay 
burned out for the duration of the war. 
The labor and materials that would be 
needed to rebuild his home are more 
urgently needed on the defense produc- 
tion lines.” 


Glens Falls Makes 
Changes in Eastern Field 
Falls 


Glens has made a number of 


field changes in the East. W. R. Carl- 
son becomes Philadelphia manager for 
fire business taking over the work of 
Frank A. Roberts who has gone to the 
home office. Mr. Carlson also will 
handle southern New Jersey. Mr. Carl- 


son has been located at Newark. 

Succeeding Mr. Carlson in northern 
New Jersey is R. P. Crawford, who has 
been Special agent with headquarters at 
Syracuse, N. Y. 

John "ad Fannan, who has been fire 
and inland marine underwriter in Phila- 
delphia, becomes special agent in the 
te rritory. 

W. G. Winkler’s field has been some- 
what revined. He will now have southern 
New Jersey and Wilmington, Del. 

L. G. Doyle becomes Philadelphia 
manager of Glens Falls Indemnity. He 
has been superintendent of agents there, 


R. E. Minner Named Secretary 


Raymond E. Minner has been appoint- 
ed secretary of National Liberty and of 
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3altimore American of the Home group. 
His first connection with the Home was 
as state agent in Illinois. Following 
this in 1936 he was called to the head 
office as assistant to Vice-president John 
Forrestel. He was named an assistant 
secretary of National Liberty and Balti- 
more American two years ago. 


Ind., Kan., Ia. Are Praised 


NEW YORK.—Recognition for their 
outs tanding efforts in planning for fire 
prevention week last October was ‘given 
the Indiana State Fire Preventon Asso- 
cation, Kansas State Fire Prevention 
A’ssociation and Iowa association by the 
international committee of judges. 

Members of the committee were Frank 
A. Christensen, America Fore; Percy 


Bugbee, National Fire Protection Asso- 
ciation; Fred Shepperd, International 
Association of Fire Chiefs, and A. Leslie 
Ham, manager Canadian Underwriters 
Association. 


Hatcher, R. I. Fire, Dies 


Edward F. Hatcher of Philadelphia, 
co-manager of the middle department of 
Rhode Island Fire died Sunday. He had 
been at the office the previous day. He 
had been in his present position two 
years. Formerly he was with Globe 
& Rutgers in southern territory, also 
with Royal. 


NEWS BRIEFS 


Milton Godfrey, assistant Pacific 
Coast manager of Norwich. Union, who 





has served on the city council of Ala- 
meda, Cal., for several years, has been 
elected mayor. 

Michigan Shoe Dealers Mutual Fire 
of Lansing, Mich., has been licensed in 
New York. L.. B. Baker, the president, is 
also head of Michigan Millers Mutual 
Fire, 

A. L. Kennedy, marine underwriter at 
the head office of Commercial Union in 
London, died Dec. 20. He was long 
recognized as one of the foremost ma- 
rine underwriters of. the world. 

Manager Sim Wherry presided over 
the Christmas party of the Los Angeles 
branch of the Home of New York. 
Employes of the Los Angeles branch of 
Newhouse & Sayre participated. Mr. 
Wherry presented employes with their 
emergency salary increase checks. 
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Poll Wisconsin Agents on 

Qualification Bill and 

Traveling School Program 
MILWAUKEE—Officers of the Wis- 


consin Association of Insurance Agents 
are conducting a poll among the mem- 
bership to determine the interest in pro- 
moting an agent’s qualification or licens- 
ing bill in the next session of the 
Wisconsin legislature. William Tucker, 
3eloit, is chairman, and Walter Schar, 
Madison, is cochairman of the legisla- 
tive committee. Bills in one form or 
another have been sponsored in recent 
legislatures without sucecss. If suffi- 
cient interest in this matter is shown 
by returns from the questionnaire, a 
plan of constructive promotion will be 
developed and a bill formulated that will 
overcome previous objections from vari- 
ous sources 

Some consideration also has been 
given to the proposal of the educational 
committee headed by Past President 
Grover Miller, Racine, to conduct a cir- 
cuit or traveling school in a half dozen 
Wisconsin key cities during the early 
part of 1942. Several instructors would 
visit different centers to teach a specific 
fire and casualty subject one night a 
week, with another group on another 
subject following up on each of the fol- 
lowing six to eight weeks. Members 
of the association are being polled to 
determine the interest in the circuit 
school and what subjects would be most 
desired in the curriculum, Secretary 
Robert Ebert stated. 


C. E. Preslan Honored in 
Cleveland on Anniversary 
CLEVELAND—Company execu- 


tives, veteran field men and agents hon- 
ored C. E. Preslan, Cleveland agency 
head, at a dinner here on his 25th year 
in the insurance business. 

C. Don McVay, president Ohio Farm- 
ers, was master of ceremonies. Others 
who spoke included W. J. Ahearn, vice- 
president Great American; Ralph Wol- 
tersdorff, western department secretary 
of Atlas; Leslie Erickson, vice-president 
American Casualty; Charles Goodwin, 
superintendent automobile department 
Massachusetts Fire & Marine; Nat 
Dyer, County Fire, Chicago; S. J. Hor- 
ton, secretary Cleveland Board; Richard 
ri gg Great American group; Frank 
Gibbs, Atlas, and J. P. Barden, Alliance 
Life. 

Mr. Gibbs outlined Mr. Preslan’s 
business career, while Mr. Barden, who 
started Mr. Preslan in the life insurance 
field, spoke of those early days. Mr. 
Preslan’s son, Victor A. Preslan, and 
his brother, M. H. Preslan, both of 


whom are associated with him in the 
agency, spoke briefly. 
Mr. Preslan entered the insurance 


business at Rocky River, O., 25 years 
ago, later moving into Cleveland. He 
was first engaged in life insurance and 
then turned to general insurance. He 
specializes in motor transportation in- 
surance. 


Train 4,000 Auxiliary Firemen 


MILWAUKEE—About 4,000 men 
will be trained at fire stations here to 
assist the regular fire departments in the 
industrial area as auxiliary firemen in 
civilian defense of industrial plants 
working on defense orders. Members of 
fire brigades in the plants also will serve 
as auxiliary firemen. Training centers 
are being established under direction of 
the Milwaukee County Fire Chiefs, As- 
sociation and in cooperation with safety 
engineers and chiefs of fire brigades in 
industrial firms. Defense plants will 


send from 25 to 40 key men to fire sta- 


tions for training, according to Fire 
Chief Steinkellner of the city depart- 
ment. Fire prevention measures con- 


sidered included closely guarding against 
sabotage of plant fire extinguishers and 
electric fuse boxes. 


Ohio Agency Changes 

NEW LEXINGTON—C. W. 
retiring from insurance business, 
ceeded by L. L. een 

MASON—Mrs. Grace Oliver has re- 
tired from the Mosher Insurance Agency. 
French B. Smith is now the sole owner. 

ALLIANCE—James I. Rickard, Jr., 
having been called to service, Leona M 
Maloney will take over the duties of his 
office until his return. 

UHRICHSVILLE—Alfred T. Romig 
is retiring from insurance and _ has 
turned his agency over to his son, David 
M. Romig. 

HILLSB ORO—Eddy J. Carroll In- 
surance Agency has been sold to Amos 
G. Smith, Langley-Smith Agency. 

WADSWORTH — Norman Neath, 
due to ill health, has disposed of his in- 
terest in the Neath-Daniels Agency to 
I. G. Lesher. 


Plan Minnesota Mid-year 
MINNEAPOLIS—R. A. Thompson, 


chairman program committee of the 
Minnesota Association of Insurance 
Agents, has almost completed the pro- 
gram for the mid-year educational meet- 
ing here March 10-11. 

Under the leadership of Guy E. Ro- 
lien, Milaca, chairman of the rural agents 
committee, the Minnesota association is 
striving to develop more desirable farm 
business in Minnesota. Mr. Rolien, who 
is also a member of the National asso- 
ciation rural agents committee, has de- 
vised several approaches to recover farm 
business for the stock companies. He is 
now presenting some of these ideas to 
regional and local board meetings. 


King, 


suc- 


Pays Tips in Defense Stamps 


A. Strasen, Wisconsin state agent 
of American, addressed the meeting of 
the Dodge County Association of In- 
surance Agents at Beaver Dam on what 
the insurance agent can do to help in 
the war emergency. 

Mr. Strasen has purchased a number 
of savings defense stamps and got a 
supply of savings stamps books. In- 
stead of giving cash tips to waitresses 
and bellhops, he gives them a book with 
a defense stamp and tries to encourage 
them to keep up the purchase of a stamp 
a day. He suggests that other field men 
do likewise. 


May Give Mutuals School Cover 
LINCOLN, NEB—The Lincoln 


school board which has for years been 
dividing its business between stock com- 
pany local agencies, announces that it is 
considering a division between both 
stock and mutuals prorated on the basis 
of the amount of insurance written in the 
city. Only mutuals with home offices in 
Lincoln and having highest ratings will 
be included. It has advised the board 
that while it may not legally contract 
with assessment companies, it can with 
mutuals that will contract to issue non- 
assessable policies. 


Pinch Hitter Comes to Rescue 


WICHITA—When Tom Collins of 
the Kansas City “Journal-Post”’, well 
known after-dniner speaker, failed to 
show up for the Christmas party of 
the Wichita Association of Insurance 
Agents, due to a delayed train because 
of troop movements, President Dwight 
Smith called on Arch N. Booth, general 
manager of the Chamber of Commerce, 


who was at one time with the Wheeler- 
Kelly-Hagny Agency, as a pinch hitter. 
Gifts were exchanged and then do- 
nated to the community chest at the sug- 
gestion of Byron S. Chapell, past presi- 
dent. Among the out-of-town guests 
were Edwin S. Nellis, Topeka, vice-pres- 
ident Kansas association; Secretary 
Wade Patton and N. N. Kline of Hutch- 
inson and a large group of field men. 


Industry Group Urges Inspections 

The Associated Industries of Missouri 
has sent members through the insurance 
and workmen’s compensation depart- 
ment a self inspection blank for indus- 
trial plants. This blank is the “suggested 
form” prepared by the National Board, 
and plant owners are urged to have it 
printed in quantity as a daily report for 
their individual use. It contains 83 
check questions covering every phase of 
fire danger in an industrial plant. 

The organization strongly recom- 
mended adoption of immediate and ade- 
quate self inspection of this kind by all 
of its members. 


Vanden Bosch & McVoy Dinner 

The VandenBosch & McVoy agency 
of Grand Rapids was hosts at a venison 
dinner the other evening to about 65 
guests. In addition to office help, so- 
licitors, brokers, clients and field men 
there were present W. O. Hildebrand, 
executive secretary Michigan Associa- 
tion of Insurance Agents; Archie B. 
Millard, Grand Rapids, who exhibited 
movies taken at the picnic last August 
of the Grand Rapids Association of In- 
surance Agents, and Denley Priest, 
manager of Underwriters Adjusting, 
who gave an exhibition of trick shooting 
and marksmanship. 


Joint Christmas Party Held 


WICHITA—Some 50 guests attended 
the annual Christmas party of the Du- 
laney, Johnston ¢ & Priest Agency, includ- 
ing ‘the entire staff of Sheffer-Cunning- 


ham, adjusters. Frank T. Priest presided, 
reading letters from former employes 
who are now in_ military — service. 


C. W. Black, William Piper and LeRoy 
Williams. Hughes Cunningham of Shef- 
fer-Cunningham was “Santa,” distribut- 
ing gifts to all, including bonus checks 
to office employes. 


Expect Lower Twin City Fire Loss 

MINNEAPOLIS — Fire losses in 
theT win Cities this year are expected to 
be under $1,500,000, based on figures for 
the first 11 months. Minneapolis losses 
up to Dec. 1 were $853,195 and St. Paul’s 
$438,000 for the same period. Both these 
figures are below the 1940 losses for 11 


months. Losses thus far in December 
have been moderate in both cities, 
whereas in December, 1940, they were 


unusually large, putting the total for the 
vear in both cities well above $1,600,000. 


Kansas Executive Group Meets 
Victor G. Henry, president Kansas 
Association of Insurance Agents, held 
an executive committee meeting in 
Wichita, attended by Vice-president 
Edwin Nellis, Topeka; N. N. Kline, 
Hutchinson, and Secretary Wade Patton. 





Agents Pledge Support 

The Insurance Agents Association 
of Kansas City has sent to president 
Roosevelt a resolution pledging loyalty, 
financial aid and support, and services 
wherever needed in the present war. 

Similar action was taken by the St. 
Louis agents group. 


Kalamazoo Agency's Party 

The James M. Wilson Agency, which 
conducts a local business in Kalamazoo, 
Mich., and the J. M. Wilson Corpora- 
tion, which acts as general agent for a 
number of companies, give an annual 


party for their employes and at times 
a few special friends. Mr. Wilson him- 
self looks after this function. From 
Seaboard Surety went this year Vice- 
presidents G. B. Slattengren and H. G. 
Thole, 


Adjusting Firm Subject of Inquiry 

The Associated Insurance Adjusters 
Corporation of Kansas City has been the 
subject of inquiry by the Better Busi- 
ness Bureau, concerning bank drafts 
signed ’. J. Quigley, assistant treas- 
urer,” and countersigned by “J. J. John- 
son.’ The Bureau states that it cannot 
locate any firm by this name in Kansas 
City. 


NEWS BRIEFS 


E, A, Storvick, veteran southern Min- 
nesota local agent, has returned to his 
home at Albert Lea after treatment at 
the Mayo Clinic at nearby Rochester. 
Mr. Storvick has been active in associa- 
tion affairs and was one of the founders 
of the Southern Minnesota Agents Re- 
gional 10 years ago. He is a former 
member of the executive committee of 
the Minnesota Association of Insurance 
Agents and was once chairman of its 
membership committee. 

Wichita Association of Insurance Wo- 
men had 50 present at its Christmas 
party. Roses were furnished by the 
Central States and comb and mirror sets 
by William Stewart of the North British 
as favors. 

Miss Olivia Sloan, for 12 years office 
secretary of the Wichita office of the 
Kansas Inspection Bureau, resigned and 
was married to J. L. Leland of Wichita, 

The Kansas State Council of Defense 
has prepared an eight-page “Outline for 
the Organization of Local Auxiliary 
Fire Forces” for distribution to defense 
officials. A “fire defense bulletin was 
prepared by fire chiefs and E. J. Stewart, 


chief engineer Kansas Inspection Bu- 
reau. 
Topeka Association of Insurance 


Agents held its annual Christmas party 
with a large number of guests in 
attendance. 

Emporia Insurors has adopted a new 
constitution and by-laws. 

Local agents of southeast Kansas held 
an educational meeting in Columbus, 
sponsored jointly by the agents and 
Kansas Fire Underwriters Association 
committees. 

Hughes Cunningham of Sheffer-Cun- 
ningham, Wichita adjusters, spoke at 
the Commoners Club on “Interesting 
Highlights of Accident Investigation.” 

L. W. Bauerle, Wichita agent, was 
elected a director of the Federal Home 
Loan Bank of Topeka. 


SOUTH 


Holloway Named by Wells & Co. 


Wells & Co., insurance eo for- 
merly Beers, Kenison & Co., Galveston, 
Tex., have appointed Charles Holloway 
special agent in north Texas, to fill the 





vacancy caused by the death of Justin 
Harrison. Mr. Holloway will have head- 
quarters in the Dallas National Bank 
building, Dallas. 
Earp Partnership Plea Denied 
OKLAHOMA CITY — In the. case 
of Ancel. Earp, prominent Oklahoma 
City local agent, Federal Judge Rice 
held that when a man signs over a por- 
tion of his business to his wife it does 


not form a partnership under provisions 
of the internal revenue act, and there- 
fore, does not give them the right to 
file separate income tax returns, 

Mr. Earp claimed to have formed : 
partnership with Mrs. Earp when he 
signed over to her half of the business 
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in November, 1937. Although she had 
no other active connection with the 
business, he claimed that she owned half 
of the business; that she was contribut- 
ing her capital and was entitled to half 
of the income. 

Judge Rice held that Mr. Earp had 
continued to supervise the business as 
he had in the past 15 years and that 
the earnings were still his earnings. 


N. C. Groups Offer Defense Aid 

CHARLOTTE, N. C.—The Charlotte 
Insurance Exchange, citing its experi- 
ence in accident and fire protection, has 
offered its services to the Mecklenburg 
Council on Civilian Defense. 

Similar action has been taken by the 
Wilmington, N. C. local board. 





Renominate Ashevile Officers 
ASHEVILLE, N. C.—The Asheville 
Insurance Exchange has renominated its 
officers, including A. C. Goodman, who 
will be serving his fifth terms as presi- 
dent; T. C. Autrey, vice-president; J. S. 


Lee, secretary-treasurer; E. C. Coleman 
and H. W. Carr, directors. The election 
will be in January. 


NEWS BRIEFS 


James R. Glenn has established an 
agency at Stanley, Va., handling all 
lines including life. His companies are 
Shenandoah Life, Equitable Fire & 
Marine, American Surety and National 
Accident & Health of Philadelphia. 

Henry Spang, formerly with the engi- 
neering department of Gillis-Winkler 
Agency, New Orleans, has opened his 
own agency at McComb, Miss., starting 
with the American Central, Gibraltar 
and North America. Before joining the 
Gillis-Winkler office, Mr. Spang was 
manager at New Orleans for the Auto- 
matic Sprinkler Co. 

C. H. Kelley, Home, president-elect 
of the Oklahoma Fire Underwriters 
Association, addressed the Insurance 
Women’s Club of Ponca City, Okla., on 
“The Part Fire Insurance Plays in the 
National Defense Program.” 








PACIFIC COAST 


AND MOUNTAIN 





Stage Celebrations 
in Spite of War 


SAN FRANCISCO — Despite the 
threat of air raids, blackouts and other 
conditions resulting from the war, San 
Francisco’s insurance district staged its 
usual pre-Christmas celebration. 

In San Francisco, Los Angeles, Long 
3each and other cities right on the 
coast, insurance workers join those from 
other lines in an effort to get to their 
homes before dark. In the event of an 
air warning and blackout they ‘must 
stay where they are until the “all clear” 
is sounded. No one wants to get stuck 
all or part of the night in the office. 

Only two cases are known where the 
fear of blackout caused the cancellation 
of arranged Christmas parties. The Fire 
Underwriters Forum annual feast, plan- 
ned for the night of Dec. 12, and the 
annual banquet of the Insurance Ac- 
countants Association, scheduled for 
Dec. 19, were cancelled because the 
members felt they should be at home 
with their families under present unset- 
tled conditions. 

One major development is the coast- 
wide interest of communities in obtain- 
ing additional fire protective and extin- 
guishment facilities. It is reported that 
many communities, including Los An- 
geles, are ordering American-made cop- 
ies of the Stirrup pump used so effec- 
tively by the people of England in 
combating incendiary bombs and other 
fires in their incipiency. Fire prevention 
is receiving a considerable boost by the 
training of thousands of auxiliary fire- 
men not only to extinguish fires but 
also to know hazards when they sce 
them. Thousands of homes and other 
buildings are getting thorough house 
cleaning, tons of stored materials being 
taken out and attics being cleared of 
the accumulation of various odds and 
ends owned by practically every family. 

However, the fire loss on the coast is 
expected to show a substantial increase 
over the previous year. Fire premiums 
are expected to be higher also, particu- 
larly in use and occupancy—which has 
received considerable impetus the past 
few months. 


Denver Association School 
for Agents Completed 


DENVER — When Commissioner 
Kavanaugh said at the June meeting of 
the Denver Association of Insurance 
Agents that he believed agents should 
be better qualified, he apparently 
“started something.” With the success- 
ful completion of their qualifying school 
this week the Denver agents feel that 


they have in a way met the commission- 
er’s challenge. 

Attendance at the school was 
There were no restrictions on attend- 
ance. Anyone interested was eligible, 
and there were no charge or fees. Ad- 
dresses were given by experts in various 
fields and discussions and question peri- 
ods were held. Quizzes at the close of 
each session were scored, and awards 
made to the highest scorers for the en- 
tire series. Earnest Carlson was first. 
F. N. McDonald and L. L. Lloyd tied 
for second. 

Principal speakers were Mark V. 
Campbell, Chicago, marine manager of 
Automobile, on marine insurance; John 
A. Miller, Aetna Casualty manager in 
Denver, General liability; D. D. Scheib, 
manager Fidelity & Deposit, Denver, on 
bonds; E. G. Udry, president of the Den- 
ver association who is also accident and 
health manager of Commercial Casualty, 
on accident and health, and Charles 
Schoelzel, manager insurance department 
Van Schaack & Co., on fire insurance. 
Milton Warren, Van Schaack & Co. was 
in charge. He is graduate of the Aetna 
Casualty school. 


225. 


Pacific Board Has House Organ 

“Board Lines” is an_ eight-page 
monthly house organ to be published 
monthly for distribution to local agents 
and brokers throughout the Pacific 
Coast territory. Editor is H. W. Sem- 
melmeyer, public relations manager of 
the Pacific Board. 

The first issue features the work of 
the Pacific Board’s engineers in bring- 
ing about improvements in water sup- 
ply for communities. Other articles give 
suggestions for increasing business un- 
der present day conditions. It will 
carry no advertising. 


Convict Caldwell on Five Counts 

LOS ANGELES—Hartley Caldwell, 
after a trial lasting a week, has been 
found guilty by a jury in superior court 
on one count of forgery and four counts 
of grand theft. He was denied further 
bail and was committed to jail pending 
a probation hearing Jan. 7. 

He was accused of forgery in connec- 
tion with issuance of policies in London 
Lloyds, the specific instance being 
checks made to Carl L. Williams, a sur- 
plus line broker. The grand theft charges 
were based on the collection of premi- 
ums on the supposed policy, providing 
aircraft coverage for the Pacific Dis- 
count Company, and giving no account- 
ing of the moneys. 

John Douglass, New York attorney, 
whose firm is counsel for Lloyds Ameri- 
can trust fund, testified that search 
through all the trust records failed to 
show that Caldwell or the British For- 
eign Syndicate, Caldwell’s reputed 


Lloyds brokers in London, ever had 


any connection with Lloyds. 


King County Annual Meet Jan. 12 


SEATTLE—The annual meeting and 
banquet of the King County Insurance 
Association will be held Jan. 12. Pres- 
ident A. W. White has appointed com- 
mittees to arrange for the get-together. 
W.-H. Harmer, vice-president of the as- 
sociation is general chairman of the 
banquet committee. E. Briggs has 
been appointed to head the nominating 
committee. The Christmas party was 
held Dec. 18. A serious note was in- 
jected by O. L. Madison, chairman of 
the state association’s fire prevention 
committee, who discussed air raid pre- 
cautions and methods to be employed in 
extinguishing incendiary bombs. 


New Office in Albuquerque 


Cobb & Stebbins has established a 
New Mexico service office at 516 West 
Copper avenue, Albuquerque, under the 
management of Robert E. Fergus. He 
is well known throughout New Mexico 
where for a number of years, he has 
served local agents as a rate engineer 
and production man. For a number of 
years Mr. Fergus was with the Moun- 
tain States Inspection Bureau and after- 
wards was connected with the D. C. 
Crowell office in El Paso. 


Marine Talk to Blanket Club 


SEATTLE—Tom Donnigan of the in- 
land marine department of General of 
Seattle spoke on marine insurance at the 
December dinner meeting of the Seattle 
Blanket Club. A discussion on war and 
bombardment insurance followed. 

Anderson S. Joy, Seattle manager of 
Travelers Fire, will discuss the “Per- 
sonal Property Floater” Jan. 6, Wallace 
D. Corbett announced. 


Hear Portland C. of C. Head 


PORTLAND, ORE.—Don Ross, 
president of the Portland Chamber of 
Commerce, spoke on the city’s industrial 
future at a dinner meeting of the Port- 
land Association of Insurance Agents. 
President John H. Rankin, who had 
charge of the meeting, discussed a num- 
ber of association matters. The automo- 
bile finance folder, which has been 
prepared for the use of members in com- 
peting with automobile dealers, was dis- 
cussed and it was announced these are 
available in quantities to members. 


EAST 


New Pennsylvania Directory 
Is Now Published 


The 1941 edition of the Pennsylvania 
Insurance directory has now been pub- 
lished by the “U. S. Review” of Phila- 
delphia. 

It is a complete insurance guide for 
the agents, brokers and companies op- 
erating in Pennsylvania. 

The directory furnishes information 
on insurance companies entered in Penn- 
sylvania; agents and brokers listed ac- 
cording to cities and towns together 
with the companies represented by each 
agency; and special agents and compa- 
nies in the middle department field; in- 
surance brokers of Pennsylvania divided 
into three sections, Philadelphia, Pitts- 
burgh and the balance of the state; a 
digest of the insurance laws of Pennsyl- 
vania, as relating to agents and brokers 
and much other information on insur- 
ance organizations in the state. It con- 
tains 850 pages and sells for $10. 











deGruchy in Boston Post 


BOSTON—Kimball, Gilman & Co. of 
Boston, representative of the Pennsyl- 
vania Fire, has appointed Philip A. de- 
Gruchy assistant manager to be asso- 
ciated with Mr. Gilman, who has been 
carrying along alone since the death of 
Mr. Kimball and has been manager of 


Bay State Unit Shows 
New Spirit with Clarke 





_BOSTON—The Massachusetts Asso- 
ciation of Insurance Agents is rapidly 
coming to the front as one of the out- 
standing organizations of the east, im- 
bued with new energy and presenting a 
program which may well serve as a 
model for other associations. The new 
impetus dates back about a year to the 
appointment of Arthur H. Clarke as 
executive secretary, who in the short 
space of a year has roused the member- 
ship committee to increased activity and 
has put over some notable educational 
programs, 

Mr. Clarke, a native of Newton, 
Mass., where he went through the high 
pono semodintely after, in 1926, 
entered the Boston general agen 
Hinckley & Woods, oa drafted i Pl 
rage association last year as 
its executive secretary. A co i 
and likable fellow, with a good — 
edge of the business—he passed the 
two year fire course of the Insurance 
Institute of America with honors in 
1929-30—he was given an office and 
headquarters at 89 Broad street and 
Started in immediately to rouse the lo- 


cal soeaeee from a rather dormant 
past. 


Membership Boosted 25 Percent 


In less than a year he has increased 
the membership of the Massachusetts 
association 25 percent. In June of last 
year he proposed and put over a three 
day course of study for agents at 
Massachusetts State College at Amherst 
which was attended by 525 and has 
been generously acclaimed by company 
officials as an outstanding achievement 
in purpose and results. 

With so much accomplished in so 
short a time, the Massachusetts asso- 
ciation anticipates even greater things 
in the coming months as a result of the 
quiet, yet effective, work of its new 
secretary. 

Mr. Clarke is married and lives in 
Auburndale, a part of Newton, and has 
few other activities outside of contrib- 
uting a tenor voice to the Highland 
Glee Club. While with Hinckley & 
Woods he was a general underwriter 
in the fire and casualty departments. 





the office for 23 years. Mr. deGruchy 
had several years underwriting experi- 
ence at the Pennsylvania Fire’s home 
office, being with the organization some 
17 years. A few years ago he became 
an inspector in the New England terri- 
tory and later served as assistant to Wil- 
liam A. Sturgis, Boston secretary of the 
North British & Mercantile, with the 
title of special agent. He was trans- 
ferred to Hartford as special agent for 
northern Connecticut and western Mas- 
sachusetts and relinquishes that post to 


join Kimball, Gilman & Co. 





Rhode Island Chairmen Named 


PROVIDENCE, R._ I.— President 
W alter R. Johnson of the Rhode Island 
Association of Insurance Agents has an- 
nounced his committee appointments for 
the coming year. Chairmen are: Finance, 
Lawrence F. Vories; membership, K. I. 
Chace; conference, C. C. Morgan; legis- 
lative, P. A. Colwell; educational, C. I. 
aber fire prevention, D. L. Tuttle: 
casualty prevention, J. F. Kirby: loc 
boards, R. E. > mace sas 


In New Boston Quarters 


Underwriters Reports and Underwrit- 
ers Survey Bureau of Boston have 
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moved to larger quarters in 4 Liberty 
Square, Boston, occupying the entire 
seventh floor. The telephone number 
remains unchanged. 


Named Defense Directors 

MONTPELIER, VT. — Governor 
Willis of Vermont has appointed I. 
Munn Boardman, Burlington, and C. 
Jenness Cameron, White River Junction, 
local agents, as two of the eight direc- 
tors of Vermont's civilian defense dis- 
tricts. 


Pa. Rules on Examinations 


The Pennsylvania department an- 
nounced that applicants for agents and 
brokers licenses who have failed their 
second examination without exception 
will not be considered eligible until af- 
ter six months, The department stated 
that such applicants are wasting their 
time, and that of the companies and the 
department. 


Friedlich Rochester President 
ROCHESTER, N. Y.—Robert E. 


Friedlich has been elected president of 
the Underwriters Board of Rochester, 
succeeding S, P. Connor, Jr. Other of- 
ficers are: Vice-president, Robert E. 
Consler; treasurer, Robert M. Markin; 
secretary, Louis Hawes. Directors of 
the association have voted to offer to 
administer the war risk insurance pro- 
gram of the Reconstruction Finance 
Corporation in this area. 


Archer R. Prentiss, office manager of 
Field & Cowles, Boston, was honored at 
a dinner on his 50 years of service. John 
J. Cornish of the firm was toastmaster. 
Previous to going with Field & Cowles, 
Mr. Prentiss put in four years with the 
old California Fire & Marine and the 
Scull & Bradley agency, predecessor to 
Field & Cowles. 


CANADIAN 











Income Tax Relief Given on 
New Three-Year Business 


TORONTO—tThe income tax depart- 
ment of the Canadian government has 
issued a new ruling regarding income tax 
payments by agents. 

Due to the fact that since Jan. 1 the 
three-year term on mercantiles has been 
available at 21% times the annual pre- 
mium rate, agents have experienced a 
boom in this classification. However, 
this has placed their incomes in higher 
income and excess profits tax brackets. 
A petition was sent to Ottawa asking 
that this income, which pertains to busi- 
ness spread over a three-year period, 
also be spread over three years in in- 
come tax reports. 

The income tax department ruling fa- 
vors this plan on the following terms: 

Not less than one-third of the com- 
mission in the year of receipt and not 
more than one-third to be deferred to 
each of the two subsequent years. 

This ruling to apply for six years, 
1941-1946 inclusive, thus giving agents 
time to adjust themselves to the new 
terms of writing. 

For 1947 and subsequent years all 
agents who write policies on a three- 
year term will be assessed on a cash re- 
ceipt basis as previously. 

The feeling in Ottawa is that six 
years is sufficient time for agents to re- 
adjust their mercantile business to the 
new three-year plan, and stagger it in 
such a way that by 1947 their incomes 
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will have returned to that anki 
steadiness. 

The new ruling does not apply to 
three-year contracts on churches or resi- 
dential or private property, which have 
been insurable on the three-year bases 


for some time. 


MARINE 


Matson Line Vessel 
Breaks Up; Loss $1,000,000 


Total loss of $1,000,000 is reported to 
have been suffered by marine insurers as 
a result of the breaking up of the 
freighter Mauna Ali of the ‘Matson Navi- 
gation Company. This vessel went 
ashore at the mouth of the Columbia 
river, Dec. 10. It was loaded with about 
8,000 tons of cargo and was outward 
bound for Hawaii when she was ordered 
back because of the Japanese attack. She 
was seeking the entrance to the Co- 
lumbia river during a time when all navi- 
ational aids had been blacked out. The 
ship was valued at about $750,000 and 
the owners are reported to have insured 
about haif the value of the hull in the 
London market and then carried the rest 
as self insurer. 








Transferred to St. Louis 

R. L. Levings, underwriter in the Chi- 
cago office of Newhouse & Sayre, has 
been transferred to the St. Louis office 
in the same capacity, under Manager F. 


E. Whitlock. 


Property Values Going 
Up; Examples Given 


(CONTINUED FROM PAGE 3) 
steel companies, while fittings are made 
in small foundries where labor is a big 
factor in production cost. 

The 2-inch brass globe valve, which 
cost $7.90 in 1938 today costs $8.27. 
Effect on Stores 


Some items used in shops and stores 
have gone up substantially, such as dis- 
play cases embodying plate glass, and 
display items made on special order. 
Lighting fixtures, for instance, are way 
up, but this is partly due to the change 
over at the present time from the old 
style to fluorescent lighting. Wiring is 
of course considerably more expensive 
than it was a year ago. 

It is more difficult to generalize with 
respect to increases in the field of build- 
ing construction. Local conditions have 
a considerable effect because of differ- 
ences in labor cost and efficiency stand- 
ards. 


Building Costs 


Below are given typical building costs 
in three cities, No. 1 a very large metro- 
politan center, No. 2 a midwest city of 
approximately 1,000,000 population, and 
No. 3 a typical midwest city of 50,000 
population. The figures shown for all 
materials are erected cost; that is, they 
include labor. 

Brick prices are per 1,000 and are 
based on a labor standard of 1,200 per 
day. Concrete prices are shown per cu- 
bic foot, and reinforcing and structural 
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steel, per pound. Lumber is per 1,000 “qualifying” status. This is effective 
board feet; labor, per hour. Concrete on this type of premium. 
prices show a decline in two instances One producer calls assured on the 


because the old price is for job-mixed, telephone and asks for an overdue pre- 


the new for ready mixed. mium, which works in most cases. If 
=. the premium continues unpaid, he goes 
. . or to see assured. 
me 1 ices, Ria Dec. Apparently an agency can’t stick to 
Concrete .....°" .35 setae + bi one method too long. Just as the stim- 
Reinf. steel. 03% 05 +33 ulus of one sales approach wears off, so 
sae, Walew Bias sas 06% +30 does the effectiveness of a collection 
2x8-14' No. 2... 40.50 54.50 435 method. 
Sx8-80" .. .ccces 48.00 63.00 31 While there are all sorts of ideas that 
= Com. Lbr. 5750 20 61 a agents can use on collections, the solu- 
1x3 Com. tice, sess ’ tion of the problem seems to be to have 











‘a No. 3... ves 31.50 46.50 a collection procedure of some kind, and 
ommon labor. 8214 1.02% se j . : . 
Nenatke "gait 102% use it continuously. 
Carpenter ‘maar 1.31% 1.6242 
Brick mason... 1.50 1.70 m m “ 
Hod carrier.... 82% 1.02% 
mK Communications with 
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Concrete... ... 41 3¢ a3 England Slower Since 
Reinf. steel. 03% 05 33 
Struct. steel .. 05 06% 30 Entry of U. Ss. Into War 
Lbr. Y ellow Pine ” y 
on 8.0" No, 2... tye 51.00 NEW YORK—Entry of the United 
ee ene ; 59.0 . . - . F 
1x8 Com. No. 2. 34.50 49.50 States into the war as an active belliger- 
1x8 Com. No. 3. 28.50. 43.50 _— ent has added somewhat to the difficul- 
a ae’ 44,; it, ties of offices having to keep in com- 
a 7 8742 cae 2 ; P Aj aj 
Carpenter ..... ‘9 1150 munication with England. Air mail 
Brick mason... 1.50 __ 1.50 has in some cases been no faster than 
PO ae ng eal 87% 1.00 steamer mail and it is now necessary to 
avO. 9 , 4 > > » 
Mrick ....<<... 37.00 40.50 g allow an extra day to cable the other 
COMGTOLS 5.504. 33 31 ; side and receive a cabled reply. It is 
Reinf. steel 3 05 +33 believed that most of the cable delay 
Struct. steel Vd 06% sY ill be ‘liming “d the he A eZ 
Lumber, fir will be eliminated when the American 
2x8-14’ No, 2... 40.00 57.50 +44 censors become more experienced in 
8x8-20" .. 0.0... 48.50 69.00 +42 their new work 
1x8 Com, No. 2. 39.50 60.00 +52 oe bie © < ra ° he , 
1x8 Com. No. 3. 35.00 48°50 39 . Until this country got into the war 
Common labor. 55 65 +18 it was customary for offices in New 
Goncrete ...... 5 -65 18 York to get an answer back the next 
Carpenter ..... .80 1.00 25 lav af ai -abling Cables “nt fro 
Brick mason... 1.00 1.35 +3, day after cab ing. ables sen rom 
Hod carrier.... 5D 75 +36 here, except the few transmitted very 


early in the day, are sent overnight be- 
cause London time is so much ahead of 
New York time. The reply would come 
back by early afternoon of the day fol- 
lowing, even though filed in London 
only two or three hours before. 
Currently, however, it is necessary to 
allow another day. In spite of delays 
and the extra cost due to imposition of 
a 10 percent tax and the censor’s re- 


Collection Problem Is 
Unprofitable, Unproductive 


(CONTINUED FROM PAGE 6) 
formerly. A member of one large agency 
said the other day that he had some 
losses in 1931. Of course, many agen- . . 

a wend tte. commenlads / 7 ‘be . quirement that more words be used in 
c1e ve » e or oO Si- ° ° 
sine | eis H - oe 5 — - the address and signature than formerly, 
ness at pie yr or ome There the cable is more essential than ever. 
going to take that Chance again, ere =—“We pay it and like it,” as one execu- 
are many factors in the present boom ive said. Transatlantic telephone serv- 
period that make insurance men uneasy. jce js no longer available to commer- 
This agency uses a colored notice on ¢jal users. 
overdue accounts. Most assured think 
it is a cancellation notice, but it isn’t. A new local agency has been opened 
It is simply a warning that if the pre- in Indianapolis by W. H. Keller and his 
: : Se oe : SS NR sacency Son, T. C. Keller, to be known as Keller 
mium isn’t paid in five days the agency jedity, Inc. with offices at 8 East Mar- 
will cancel. This has proved effective. ket street.’ Mr. Keller, Sr., has been 
One agency asked for surety pre- active in real estate circles in Indian- 
miums on the basis that the “om any apolis for 20 years and the son has spe- 
1ums 1e Dasis a e¢ pany cjalized in insurance for eight: years. 
has to make a quarterly report to the The F. G. Oliver Company, Onawa, Ia., 
treasury department to maintain its has purchased the W. M. Ropes agency. 








THE SCION OF A STURDY FAMILY 


, The 


CHARTER, OAK, FIRE 
INSURANCE COMPANY 


~ HARTFORD, CONNECTICUT.— 
ONE OF THE TRAVELERS COMPANIES 





30 REINSURANCE SECTION HieNATIONAL UNDERWRITER Decem ber 25, 1941 


~ 
a 
; | “ul 



































S Branch 


York 
—— 99 John St., New i BRANDLI 


Y 
an T. L. HAFF Asst. U. S. Manage 
U.S 


—_ United State 


* 














att TT TT 















































* 





Vine 























YUM 


December 25, 1941 


_HeNATIONAL UNDERWRITER 


RE INSUR: dna SECTION 31 


Morale of Professional ahennisdiid Is 


HighToday;GoodOmen forDarkDays 


Making generalizations about the rein- 
surance business is dangerous and diffi- 
cult, but one observation that can be 
made almost without reservation is that 
the morale of executives of professional 
reinsurance companies in the United 
States today was never higher and that 
is a condition in which the direct writ- 
ing people should rejoice. The reinsur- 
ance executive today is on top of the sit- 
uation. He is ina commanding position. 
Especially in the fire insurance business, 
he has as much volume as he can com- 
fortably digest and he is turning away 
business—not good treaty business, it is 
true, but he is able to be selective and 
the almost craven air that was discern- 
ible here and there in reinsurance offices 
three and four years ago when it ap- 
peared for a time that reinsurance pre- 
miums might almost completely evap- 
orate, is completely absent today. 

It is well for the direct writing com- 
panies that the reinsurers are doing a 
capacity business and that their morale 
is high because when the reinsurers have 
enough business and are not too afraid 
of giving offense, they will exercise con- 
trol over their business which in the first 
place, of course, is in the interest of the 
reinsurance company but which has a 
beneficial effect upon the entire business. 
A few years ago some of the fire rein- 
surance companies simply were not get- 
ting enough treaty business to come any- 
where near covering their expenses. They 
were in a desperate condition and some 
of them shut their eyes and did some 
expedient things which they realized pro- 
duced business of perhaps an inferior and 
impermanent nature as compared with 
regular obligatory treaty reinsurance. 
For one thing, several of the reinsurance 
companies started planting with general 
agencies, alongside of direct writing 
companies. Some of these arrangements 
are still in existence and mutually satis- 
factory apparently but at least one of 
the reinsurance companies that went into 
the general agency field, promptly can- 
celed all such connections when it caught 
the upturn in regular treaty business and 
felt a renewal of its power of selection. 
This company made its general agency 
appointments in the first place in a spirit 
of misgiving and its experience was not 
satisfactory due, the management be- 
lieves, to the fact that the general agent 
is inclined to use the reinsurance connec- 
tion as a means of protecting his contin- 
gent with direct writing companies. That 
is, he gives the reinsurance company in 
his office a disproportionate amount of 
substandard business. Moreover, the cost 
of supervision of general agency business 
is high, and the reinsurer must save on 
expenses in order to compensate for a 
7-8 point higher expectancy in loss ratio 
than that of the direct writer. 


Facultative Less Favored 


Then the reinsurance companies are 
being even more circumspect in handling 
facultative risks. The growth of faculta- 
tive departments among reinsurance 
companies has occurred very largely 
during the last hungry decade. Now 
that treaty business is increasing and the 
companies want every dollar of increase 
in reserve to be the best investment pos- 
sible, the facultative departments seem 
to be diminishing in favor. \ 

Although the reinsurance companies 
are in a good deal more commanding po- 
sition than they have been in previous 
years the reinsurance commissions still 
remain at a high level. Good treaty busi- 
ness is still at a premium and there isn’t 
a reinsurance company that doesn’t have 
room or can’t make room for one more 

good treaty. Hence the reinsurance ex- 
ecutives are not yet in a position to ac- 
complish any reduction in reinsurance 
commission. Forty percent is appar- 


ently the least commission that a direct 
company can get and there are whispers 
of contracts exceeding 50 percent. How- 
ever, the reinsurance market has stiff- 
ened at least to the extent that the ten- 
dency of commissions to edge higher has 
definitely come to a stop. Commission 
competition was another prominent con- 
dition of the hungry days in reinsurance. 


Demands Recall 1916-17 


The demands upon the reinsurers have 
been greater during the past year than 
they have been since 1916-17. The rein- 


surance market has been especially in 
demand for airplane and _ accessory 
plants, shipyards, lumber yards and for 


storage of such commodities as cotton, 
wheat, soy beans. The storage values 
have been mounting at an amazing rate 
not only on a per unit basis but the in- 
crease in values of these commodities 
has created tremendous concentration of 
values, These situations, of course, have 
given the direct writing companies as 
well as the reinsurance underwriters 
some bad nightmares. To give an idea 
of the tremendous liabilities, it is under- 
stood that the outstanding insurance on 
the Curtiss-Wright plants at Paterson, 
N. J., and Cincinnati amounts to some 
$105,000,000, plus $65,000,000 U. & O. In 
other words, $170,000,000 insurance in 
one enterprise. 

In connection with the storage piles, 
it is recalled that there was involved in 
one fire more than 5,000,000 feet of cut 
lumber that was not separated at any 
point by as much as a 50 foot break, 
much less a 200 foot break which is 
regarded normally as being standard. 

The year 1941 must go down as one 
marked by bad catastrophes so far as 
fire losses are concerned. Of course the 
Fall River loss stood out spectacularly 
but there were four other fires during the 
year that emerged as catastrophes under 
the National Board definition of a catas- 
trophe being one where the loss is $1,- 
000,000 or more. There was the dock 
fire in Jersey City involving the Erie 
Railroad, cattle pens, etc., and a fire- 
proof warehouse. The reinsurance com- 
panies by and large did not suffer so 
severely in this loss because it is said 
that the direct companies had regarded 
the risks here as being so desirable that 
they were biting off liability voraciously 
and giving very little to the reinsurance 
market. Then there was the Port Kos- 
ter loss in San Francisco Bay. Thirdly 
there was the First National Store and 
3oston & Maine Railroad loss at 
Charlestown, Mass., and then there was 
the National Bronze & Aluminum Co. 
fire in Cleveland. 

Some of the reinsurance companies 
lost heavily on these big fires, while 
others seemed to get off very lightly. It 
was surprising that even at Fall River 
some of the reinsurance companies were 
not heavily involved. Some reinsurance 
executives say that the big losses caused 
them less concern in 1941 than did a 
great number of unadvertised losses in 
the range of $3,000 to $8,000. Much of 
the loss at Fall River was under marine 
contracts covering rubber and the do- 
mestic reinsurers don’t get asked on this 
business and are not offended, either. 
Lessons at Fall River 

The Fall River loss was especially in- 
teresting to reinsurance companies. It 
provided the sort of an object lesson that 
the treaty reinsurance companies have 
been predicting will occur some day un- 
der underwriting conditions as they are 
in a good many offices today. What the 
treaty reinsurance companies have been 
saying is that the direct companies are 
taking on liability from so many sources 
that they have no realization of what 
their total exposure might be at any one 


point. For instance, at Fall River there 
were certain companies that had to pay 
losses, as members of the Factory Asso- 
ciation of Hartford, as insurers of the 
Rubber Reserve Corporation under a 
marine contract and also as members of 
the underwriting group that furnished 
the excess of loss contract for the Fac- 
tory Association. The treaty reinsur- 
ers feel that this pyramiding of liability 
is in a sense an outgrowth of the spirit 
that was responsible for the growth of 
reciprocal reinsurance arrangements, for 
the tendency to underwrite avainst the 
cover and in other ways to strive to re- 
tain premium volume against falling 
rates, declining values, increasing ex- 
pense ratios and gambling on a continu- 
ation of the period of low burning cost. 
The domestic fire reinsurance market 
could stand more capital today although 
there is not the need for the huge sums 
that are frequently mentioned as being 
desirable. Several of the domestic rein- 
surance companies are definitely turning 
down business that thev would other- 
wise accept if they could do so without 
impairing their surplus position. Yet it 
is not huge amounts thar are needed to 
take care of the natural demands of the 
day. There has been some talk of the 
desirability of having a $50.000,000 rein- 
surance company set up. Those who 
are thinking in such figures are really 
not talking about treaty reinsurance but 
about a market for covers that are 
mainly London Lloyds propositions. In 
other words they have in mind duplicat- 
ing over night a market comparable to 
that of London Lloyds which has been 
built up over generations and genera- 
tions and has tradition and unity. It is 
well for insurance people to realize the 
distinction. There is certainly a need 
today for improving moderately the re- 
sources of the American reinsurance 
market, but the idea of copying the 
Lloyds’ pattern in this country still 
seems like a pretty fantastic idea. 


Interest in Mutual Scheme 


There is considerable interest among 
reinsurance people in the creation by the 
mutual fire companies of a reinsurer to 
provide catastrophe excess covers known 
as American Mutual Reinsurance. This 
company is providing covers that cus- 
tomarily are found at Lloyds. The Ex- 
cess Reinsurance Association in this 
country is selling catastrophe excess cov- 
ers and spread loss covers, etc., but it 
does business only with companies that 
are members of the National Board. 
There is that restriction because a num- 
ber of the direct companies that consti- 
tute the Excess Reinsurance Association 
are National Board companies. 

Hence the mutual companies did not 
have any sort of a domestic market for 
excess reinsurance and they have set up 
American Mutual Reinsurance which in 
a way more or less parallels the setup of 
the Excess Reinsurance Association. 
American Mutual Reinsurance is owned 
by the direct writing companies that are 
to patronize it, Those companies bought 
debentures to create the necessary sur- 
plus of the reinsurance company. 
American Mutual Reinsurance will take 
the excess covers and will absorb per- 
haps 10 percent of the business on its 
own account. It is working out an elab- 
orate retrocession scheme. The coun- 
try is divided into seven zones. The idea 
is to build up a retrocession syndicate in 
each zone composed mainly of direct 
writing mutual companies that do not do 
a direct business in the zones in which 
they would be retrocessionaires of Amer- 
ican Mutual Reinsurance. The funda- 
mental purpose seems to be to build up 
a catastrophe excess market that will be 
as completely divorced as possible from 
the direct market; so that in a conflagra- 


called on 
and under 


tion a company will not be 
both under its direct liability 
its liability for excess losses. Yet, that 
has not been completely accomplished 
because after all American Mutual Rein- 
surance is owned by the direct writing 
companies that reinsure in it. Hence if 
there should be a conflagration that 
would cause American Mutual Reinsur- 
ance to get badly bent, the direct writ- 
ing companies that collected from Amer- 
ican Mutual Reinsurance would be tak- 
ing punishment due to the loss in value 
of their debenture investment in the re- 
insurance company. That is not meant 
as an adverse criticism of the setup but 
merely as an attempt to illustrate how 
difficult it is to create an excess market 
that is completely divorced from liabil- 
ity under direct policies. 

Reinsurers and U. & O. 

The reinsurance companies that are 
doing a good business these days will 
not hesitate to weed out accounts that 
are not showing good results or where 
there is any tendency on the part of the 
direct company to engage in sharp tac- 
tics of any kind. The direct companies 
cannot be cavalier in their relations with 
reinsurers these days. 

Use and occupancy is 
of a bugaboo to the fire reinsurance 
companies just as it is to the direct 
writers. Practically all of the reinsur- 
ance executives believe that the U. & O. 
rates should be higher but they feel that 
probably an increase cannot be accom- 
plished unless and until the insurance 
companies have had jolts and can cite 
some real distress. 

The problem has been especially acute 
for those reinsurance companies that 


pretty much 


maintain facultative departments. An 
executive of one such company states 
that for the last several months about 


two hours of each day has been occupied 
in discussing U. & O. situations that are 
submitted to the facultative department. 
Take Positive Action 

Some of the reinsurance companies 
have simply closed down entirely on ac- 
cepting U. & O. offerings facultatively. 
They have done so to save argument, 
although it would be possible to select 
desirable business from the offerings. 
They feel that the best way to avoid 
trouble is to quit entirely. 

As far as treaty business is concerned, 
there seem to have been no particular 
problems encountered. The amount of 
U. & O. business going to reinsurers 
is very much greater, reflecting the in- 
crease in U. & O. writings in general. 
Due to the fact that underwriters are 
looking upon U. & O. lines these days 
as being 100 percent subject, they are 
reducing their net retention and thus 
automatically cut down the amount that 
the reinsurance company receives under 
surplus treaties, as the reinsurer is ceded 
a certain multiple of the direct com- 
pany’s net retention. 

The reinsurance companies say that 
the direct companies have not sought 
to abuse reinsurance privileges insofar 
as U. & O. is concerned. The direct 
companies value their reinsurance con- 
nections especially highly these days and 
they want to keep on good terms; more- 
over they keep a very‘close eye on the 
contingents under the treaties and they 
do not want to jeopardize that interest. 
Reserves Go Up Sharply 

The reinsurance companies remark 
that their premium reserves appear to 
be going up very sharply in proportion 
to the increased business. That is due 
to the fact that such a large proportion 
of the business is being written on the 
term basis. Old business is being re- 

(CONTINUED ON LAST PAGE) 
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FEARS DAY OF ACCOUNT BASIS IS APPROACHING 


Bordereaux Now Superficial, Cryptic 


By W. J. LANGLER tion. It so happened that the course of eaux, notwithstanding the fact that to things and you cannot check premiums 

: : events created the losses on those do so would probably save plenty of and return premiums. Some of the loss 
Vice-president Nor , a ably save plenty i I 

P theastern classes badly out of proportion to the losses. The latter seem to be regarded control has gone, too, and much has to 

. . others ¢ s aturally > fif ine as <% scessary evil ¢ > cleric: . » taken for grante The direc it- 

At the recent annual convention of res ind so, natut ally, the fifth line as a necessary evil and the clerical help be taken fot granted. The direct writ 

the Insurance Accountants Association, .. ed the whole experience and pro- a questionable expense. We kept for ing participants in treaties have cer- 

Mr, Joseph T, Collins, chiet of tie sates vided the answer to the problem—who- many years a record of additional and tainly contributed largely to the trend 

bureau of the New York insurance de- ©U™** return premiums arising out of our to do away with bordereau or to skele- 


tonize them. Some day these reciprocal 
arrangements may backfire to the pro- 
fessional reinsurers’ advantage. You 
might, for instance, find out what 
happened to ap sige arrangements in 
connection with the Fall River fire. You 
will learn that individual companies 
missed out on their direct lines only to 
get a resounding blow through their re- 
ciprocal acceptances. The treaty rein- 
surers also have themselves to blame 
in some respects for permitting the situ- 
ation to develop. The desire for busi- 
ness and the effect of competition has 
represented pressure which could not 
be resisted and led to the waiving of 
bordereaux and details which is later to 
be regretted. 


Need Sufficient Data 


It has always seemed reasonable to 
the writer that risks should be backed 
by sufficient data, that losses should be 
identifiable and capable of comparison 
with the risks iaeaaaed and that suffi- 
cient clerical expense should be incurred 
to properly examine, analyse and super- 
vise the business ceded. Maybe that’s 


partment, made the statement that he Material in Bordereaux 
thought there was an insufficiency of 
classification and analytical data for cer- 
tain aspects of the fire insurance busi- 
ness. He was, of course, referring to 
direct writing operations. He could, 
with nut doubt, make similar comments 
with respect to certain aspects of the 
reinsurance business. 

Unfortunately, like a lot of other 
people, we reinsurers may “have missed 
the ‘bus’’’—that remarkable vehicle 
which seems elusive to certain would-be 
passengers (according to their political 
ill-wishers). Unfortunately again, in 
this latter sense, the travelers who were 


reportedly left behind usually succeeded . ED 
in finding something which conveyed the low retention indicates the inferior 


them in the general direction in which ‘isk but few indeed are the reinsurers 
they intended proceeding a good deal who make a regular analysis of a treaty 
faster than the “bus.” So perhaps there by this standard. Fortunately, in many 
is a ray of hope for us in that thought. ©45€5 4 pool has a low capacity for a 

Be that as it may, there is no denying low retention, but few companies know 
that the opportunity for analysis of re- how their premium income. under a 
insurance treaty material is gradually ‘¢aty }s composed in graduations of re- 
getting away from us, and not so very tntions. lo be able to trace losses 
far distant on the horizon is the rising ack to the cessions and find the reten- 
sun of the day on which we will find "0" Sroup 1s frequently to find the key 


When this happens on five lines, the 
imagination can picture the classifica- 
tion of the eighth, ninth and tenth lines, 
and the fifteenth to the twentieth lines 
and the twentieth to the thirtieth lines. 
The conclusion is foregone, but you 
cannot prove it without bordereaux. 
Few companies would be willing to 
make such analyses a part of their daily 
routine but the material is there, if you 
want it, when you have ler aux. 

Still another pattern of the portfolio 
composition is obtainable by means ot 
a study of the cessions in retention 
groups. We all know that in theory 





ourselves on an account basis—take it t© the ape underwriting results. A low W. J. LANGLER the fault of training. Almost 40 years 
or leave it standard of cessions will inevitably lead ago the London office of the Munich 
: : to a low cnet result. queries to ceding companies, and the Reinsurance Company had some 50 men 
Middle of the Distance The unfortunate part of it all is that benefit to pool members in net prem- in its United States department, as_ well 
Meanwhile, we are at the middle of Teimsurers either will not, or hesitate to, iums was over $600,000 in about 15 as a dozen people in its New York 
the distance getting along with tabulated Spend the money necessary to provide years. Surely that was worthwhile office. Every single risk was carded, all 


bordereaux. When you come to look for the proper supervision of their busi- work. Much of that same work is now large cities mapped on Sanborn maps, 
into these for information you are not Mess or to create for their study digests impossible because the tabulated and individual risks reduced by individual 
far removed from comparison with the Of the material furnished by the border- skeleton forms omit rates among other (CONTINUED ON LAST PAGE) 





latest “whodunit.” A Joss occurs and, 
fn lshae: car Peg Aho Record of Fire Reinsurers in U. S. in 1940 Analyzed 


want to) that it was on, say, a frame 




























protected builder’s risk in Maryland. Cover Offic. Inv. Paid 
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*¥Premium and Loss Reserves. 


classification can only result one way. eeHormeriy Batts 
“ormerly Baltica. 


Inasmuch as direct writing members of 
the National Board of Fire Underwrit- 
ers are only required to coe gross 
figures annually, it is more than likely 
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Implores U. S. to Act Weer: Oreut 
International Opportunity 


In the special reinsurance issue of this 
magazine a year ago I wrote an article 
purporting to give American insurance 
men an idea of the effect of the war 
upon the European reinsurance market. 
Due to the thoroughly international 
character of that market, the war, as it 
spread over Europe, actually swept away 
an important part of the old established 
basis for reinsurance contracts in most 
branches of insurance and in nearly 
every European country. This will be 
understood when it is considered that 
even a small or middle sized insurance 
company in one of the smaller countries 
in Europe quite frequently had a good 
part of its reinsurance placed with com- 
panies in several foreign countries, often 
re ceiving in return retrocession contracts 
covering a business in 30, 40, 50 or more 
different currencies. 

At least the larger insurance compan- 
ies, as a rule, gave off a considerably 
greater proportion of their reinsurance 
to foreign than to domestic reinsurance 
companies, and even middlesized com- 
panies frequently had their reinsurance 
divided amongst 30, 40 or more reinsur- 
ers. The reinsurance companies, again, 
usually had extensive retrocession ar- 
rangements, ceding off on a quota or 
surplus basis percentage shares either of 
individual reinsurance contracts, a cer- 
tain group of contracts and/or of their 
whole portfolio in certain branches. 


Many Retrocession Deals 


A large reinsurance company would 
often have a couple of hundred retroces- 
sion arrangements or even more. In 
fact, if one should have drawn on a map 
one line for each contract of reinsurance 
and retrocession connecting the hun- 
dreds of insurance and reinsurance com- 
panies of Europe, it would have looked 
like a huge pile of the finest, eccentric 
cobwebs, with innumerable branches 
stretching out all over the world, in- 
cluding the United States; but the thou- 
sands of lines indicating connections be- 


tween this country and Europe, would 
learly all have represented business 
ceded from America to Europe. It 


would have given a graphical illustration 
in the most convincing way that Europe 
was the world’s center of reinsurance, 


with England ultimately as the “center 
of gravity.” 
It will be readily understood, how 


thoroughly this system is shattered by 
now, and how insurance companies in 
all countries—even in those few who are 
not directly involved in the war—have 
been compelled to rearrange their whole 
reinsurance set-up, probably even sev- 
eral times all over again, as the war has 
affected an ever increasing number of 
countries. 

It has been interesting to compare this 
far reaching effect of the war upon the 
reinsurance of nearly every European 
insurance company, with the negligible 
disturbance caused by the war in the 
American reinsurance field, even after 
the formal entry of the United States in 
the world-wide hostilities. Most rein- 
surance of American companies is 
placed within the national market, and 
of the balance the far greater part goes 
to Lloyd’s, which is both an “Allied” 
rganization and—through a system of 
deposits and trustees for the guarantee 
of obligations in the United States— 
more closely subject to American juris- 
diction than ever before. 





Missed Rich Opportunity 
This fact, that the war has caused 

little if any direct disturbance to the 
\merican reinsurance market, may 
probably cause many insurance compan- 
ies and executives to rejoice, to praise 
their good fortune or judgment that 
never induced them to seek any foreign 


field of reinsurance. 
I emphatically disagree with such a 
view. It is very short-sighted, as it 
leaves completely out of consideration 
the many and great opportunities for 
handsome profits which the great ma- 
jority of American insurance companies 
for years and years missed by not real- 
izing and exploiting the rich possibilities 
for business within the reinsurance mar- 
ket in Europe and at that in the whole 
world. 

The word “reinsurance” covers two 
entirely different kinds of activity, a give 
and a take, or—as one might probably 
term it—a negative and a positive activ- 
ity, referring respectively to the cession 
of business as reinsurance by one com- 
pany to another and to the assumption 
by the latter of same reinsurance busi- 
ness. It is not the intention of the 
above statement to suggest that Ameri- 
can insurance companies have missed 
great opportunities by not placing their 
reinsurance contracts abroad. The state- 
ment primarily refers to the opposite 
kind of activity, the assuming of reinsur- 
ance or, in other words, the operation 
as an active or “professional” reinsurer. 
There is a field which, today just as much 
as ever, should cause a great many 
American insurance men to think of an 
unlimited chain of lost possibilities. 


connection in the 


Disruption of Connections 


The war admittedly might have 
caused losses to American reinsurers if 
they had operated abroad as hostilities 
would have caused business relations to 
be broken aff. The losses, largely speak- 
ing, would:'have been limited to a more 
or less serious cut in premium income 
and in profits, but there would have been 
little likelihood of anv substantial, cap- 
ital losses due in themselves to the dis- 
ruption of connections. Such _ losses, 
anyhow, would have seemed negligible 
compared to the sound and substantial 
profits which would have been reason- 
ably certain prior to the war, and again 
after the war when we will all realize 
that the world is round and much 


smaller than we 
believe. 
Reinsurance activities, as part of the 
world’s trade usually enjoy preferen- 
tial conditions as compared to other in- 
ternational businesses, even as compared 
to a direct writing company’s operations 
in a foreign country. If an English com- 
pany wants to write direct business in 
another European country, it must usu- 
ally obtain a license, the issuance of 
which is dependent upon a deposit of a 


were accustomed to 
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certain size lodged with the authorities 
of that country, and its business is like- 
wise subject to certain regulations and 
rights of inspection and control. Similar 
restrictions and conditions are rarely ap- 
plied to a company confining its opera- 
tions purely to reinsurance. The so- 
called “‘clearing-regulations,” which have 
been so common in Europe in recent 
years, and which purport to control the 








Sturhahn’s Reinsurance 
Book Gets Good Reception 


That there is an interest throughout 
the business in reinsurance matters is 
very clearly demonstrated by the recep- 
tion that has been given the volume 
“Reins *ractice and Princi- 
ples” that has been published by E. M. 
Sturhahn, assistant secretary of Metro- 
politan Fire Reassurance and edited by 
W Langler, vice-president of North- 
eastern of Hartford. Even before any 
copies were in the mails, Mr. Sturhahn 
had 428 definite orders, most of which 
were from direct writing companies. 
There were also many orders from li- 
braries, colleges and practically all of 
the state insurance departments. 

The book is dedicated to the late Carl 
F. Sturhahn, father of the author, who 
devoted his entire business life to rein- 
surance, having brought Rossia to this 
country and being its president until he 
retired. 





Sample Agreements 


This book is not only a comprehen- 
sive review of the entire subject, but 
among other things contains 16 sample 
reinsurance contracts or agreements as 
follows: Facultative, home office semi- 
facultative, general agency, first sur- 
plus fire, first surplus inland marine, 
quota share fire, retrocession, quota 


share, cancellation, by portfolio, port- 
folio contract for net line participation, 
fire conflagration, automobile excess, 
mutual contract, spread loss cover 
American type and old English type, 
guaranteed profit treaty, target risks 
exclusion clause, ocean marine treaty, 


quota share. 
Many of these contracts have never 
before appeared in print. 


Chapters Are Enumerated 


The chapters include: A Brief His- 
tory, Characteristics & Definition of 
Reinsurance, Reasons for Reinsurance, 
Purpose of Reinsurance, Amount of Re- 
insurance, Brief Law of Reinsurance 
and its Legal Aspects, Principal Forms 
of Reinsurance, Operations and Mechan- 
ics and Specific Reinsurance by Obliga- 


tory Treaty, Excess of Loss Contracts, 
Excess of Loss Ratio or Stop Loss, 
Spread Loss or Carpenter, Retroces- 
sions, Reciprocity, Treaty Addendum, 
Value of Reinsurance to the Agent, 
Fxtra Perils included in a Fire Treaty, 
State or National Reinsurance, Marine 
Reinsurance, Open Covers, Guaranteed 
Profit Treaties, Reinsurance between 


Mutual Companies, Portfolio, State 
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exchange and movements of currency 
between certain countries, likewise have 
hardly had the effect of hampering the 
international reinsurance business, which 
normally has figured as exemption No, 
A 1 under such regulations. 


International Scope 


These are just two examples of a great 
many which illustrate a conception 
which is well established and commonly 
recognized outside of the United States, 
namely that reinsurance operation, in 
order adequately to perform and fulfill 
its task of consolidating and stabilizing 
the insurance business, in principle needs 


the distribution and resources which 
only an international scope can give it. 
This even applies to Soviet Russia, 


whose large insurance concerns—owned 
and operated by the state—to a large 
extent depend upon reinsurance facilities 
of foreign, capitalistic insurance com- 
panies. 

The natural limits of this article do 
not permit any lengthy analysis of the 
past and future earning prospects of the 
reinsurance markets in Europe and the 
rest of the world outside of the United 
States. For about 20 years prior to the 
present war this field offered great pos- 
sibilities and substantial profits to the 
reinsurance companies which conducted 
a business of a comparatively large vol- 
ume and good spread, with contracts 
coming from a large number of com- 
panies and from a considerable number 
of countries both in Europe and in the 
other continents. The cost of the busi- 
is much lower than 


ness, on the whole, | 
in the United States, which is due not 
only to a lower cost of labor but pri- 


marily to traditionally lower commius- 
sions to agents and intermediaries. 


Commission to Intermediaries 


In many European countries the total 
commission paid to intermediaries for 
the direct business is limited to 15 or 10, 
in some branches even down to 7% or 
5 percent of the premiums. Reinsurance 
commissions which are commonly paid 
in the United States, would seem exorbi- 
tant and fantastic to the average Euro- 
man not knowing the 


pean insurance 
American market. True, the average 
loss ratios under European and other 


non-American reinsurance contracts on 
the whole are higher than under similar 
American contracts. With the much 
lower cost of commission, however, the 
margin of profits generally speaking is 
much larger under the former. One 
could easily point to a great number of 
large European insurance companies giv- 
ing their reinsurers a profit over a pe- 
riod of years of 10 to 15 percent of their 
reinsurance premiums ceded, with a 
yield of even 20 to 25 percent in briefer 
periods. 

When this war is over, there is reason 
to believe that the insurance world once 
again will go back to the time-honored 
system of international exchange of in- 
surance. Someone might probably ven- 
ture to suggest that the war has dis- 
proved the value of such a system or 
practice. I am personally inclined to 
take the opposite point of view: the in- 
ternational reinsurance activity as we 
have witnessed it up to recent times, 
was a strong and genuine expression on 
the part of practical business men and 
enterprises all over the world to the 
effect that free international trade is a 
better and worthier means of serving the 
interests of mankind than a war is. The 
war partly interrupted, partly curtailed 
this trade, seriously affecting many en- 
gaged in it. It will be revived when the 
war is over, probably even on a larger 
scale, and there will be reason to see in 

(CONTINUED ON LAST PAGE) 
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Full Fledged Reinsurance Course 
EXCELLENT EXPOSITION OF FUNDAMENTALS PROVIDED IN NEW YORK 


By ROBERT B. MITCHELL 
NEW YORK—For the 


this country a full-fledged 
course is being given and its lectures 
provide an excellent exposition of the 
fundamentals of this specialized branch 
of the insurance business. The material 
which follows is based on the first six 
lectures, given by the instructor in 
charge, James A. Cathcart, Jr., assistant 
secretary of General Reinsurance, whose 
election as vice-president of Peerless 
Casualty is announced elsewhere in this 
issue, 

The reinsurance course is given by the 
Insurance Society of New York. It is 
the outgrowth of the single reinsurance 
lecture which has been included in the 
society's regular insurance courses. Mr. 
Cathcart has for the last few years given 


first time in 
reinsurance 


this reinsurance lecture in the casualty 
course, and he was a natural choice as 
instructor in charge for the reinsurance 
course. 


Collins, Maccabe to Speak 


William D. Collins, 
ger of Corroon & Reynolds, will give 
two lectures later in_the course on fire 
and inland marine reinsurance and Fred 
Maccabe, marine secretary of Automo- 
bile, will lecture at the two sessions on 
ocean marine. 

Other material to be covered in sub- 
sequent lectures includes analysis of cas- 


reinsurance mana- 


ualty, fire, inland .marine and ocean ma- 
rine reinsurance forms of contracts, 
legal aspects of reinsurance, history of 


reinsurance, current problems, and the 
outlook for the future. 

In his opening lecture Mr. Cathcart, 
assistant secretary of General Reinsur- 
ance, outlined the various definitions of 
reinsurance and discussed the primary 
reason for reinsurance. Mr. Cathcart 
pointed out that every type of reinsur- 
ance, whether fire, marine, casualty or 
surety is a_ specialized form of con- 
tractual liability insurance under which 
the reinsurer agrees’ to indemnify the 
direct writing company against losses 
suffered by reason of contracts it has 
entered into. Reinsurance protects the 
direct writer against the consequences 
of all or a portion of the liability which 
it has assumed under its insurance 
polici ies, 


Warns of Erroneous Concept 


Mr. Cathcart warned against the rather 
prevalent but erroneous concept of rein- 
surance as a passing on or transfer of 
liability from one insurer to another, for 
this definition makes the error of as- 
suming that the original insured can 
make 2 claim against the reinsurer as 
for instance if the original insurer be- 
came insolvent. He recommended that 
the class spend 10 or 15 minutes read- 


ing Ernest Feer'’s description of the 
basic characteristics of the reinsurance 
transaction contained in his “Approach 


to Reinsurance.” 

In answer to a question Mr. Cathcart 
said that it is possible to include an 
original insured specifically in a rein- 
surance contract but that the insurance 
departments frown on the practice and 
the companies do not like it. 

As to the reasons for reinsurance, 
Mr. Cathcart conceded that it must 
seem inconsistent to the layman for an 
insurance company to. exert. great 
efforts to obtain a substantial risk and 
then turn around and make a present 
of a large part of it to another company. 
Nevertheless, analysis shows that it is 
logical, consistent, practical and the 
only prudent course if a company is to 
be conducted along sound lines. 


Primary Reason for Reinsurance 


The primary 
he said, is simply 


reason for reinsurance, 
to keep the size of 


risks within such a range that the law 
of average, also known as the law of 
large numbers, has a chance to operate. 
The law of average is based on the 
assumption that each risk is a separate 
one and all the risks are about the 
same size, but these conditions should 
prevail in actual practice, at least in the 
first instance. If 99 dwellings, for 
example, are each insured for $5,000 
while the estate of Mr. Twitchettbot- 
tom is insured for $100,000 the under- 
writing results on this group of risks 
may be seriously affected by a loss on 
Twitchettbottom’s mansion. The nor- 
mal procedure would be to retain only 
$5,000 on the $100,000 risk, reinsuring 
the remaining $95,000. Reinsurance is 
resorted to as an effective means of 
stabilizing loss ratios—a means of pro- 
moting conditions conducive to the effi- 
cient operation of the law of average, 
by removing from the house of the in- 
surance company the effect of the 
called shock loss. 

Referring to the matter of fixing the 
amount of a given company’s net reten- 
tion, Mr. Cathcart dealt at considerable 
length with the factor of relative den- 
sity of risks. He said that while this 
theory may not be universally accepted 
among insurance men even those who 
do not subscribe to it tend to follow 
its principles in practice. He illustrated 
the theory by drawing a large number 
of vertical lines on a blackboard, the 
length of each line indicating the size 
of individual risks, which ranged all the 
way from $5,000 to $500,000, although 
there were only a few of the latter size 
or close to it. 

Mr. Cathcart pointed out that by 
drawing a horizontal line which would 
cut off the top portions of these very 
large risks a company could eliminate 
the part of these big risks which could 
result in extremely heavy losses while 
giving up this business would mean the 
loss of a relatively small amount of 
premium. At what level the horizontal 
line should be drawn in order to get a 
desirable degree of density of risks be- 
low the line depends on a number of 
factors, including the general conser- 
vatism of a company’s management 
though he admitted there are “some 
exceptions that would knock your eyes 
out.” 


SIZE OF RETENTIONS 


Factors to be considered in determin- 
ing the proper net retention include a 
company’s financial strength and_ its 
total premium volume. Showing how 
size of net retention need not neces- 
sarily depend on a company’s total 
premium volume or financial size Mr. 
Cathcart took as an example a company 
with a premium volume of $1,000,000 a 
vear but which has been specializing 
in automobile liability and has decided 
to branch out in other directions. One 
of these new lines is to be burglary 
insurance. An underwriter is hired and 
as he sizes up the situation determines 
that he should be able to put on about 
$30,000 in premiums the first year. 
Then he learns that the company’s cus- 
tomary net retention is $7,500. How- 
ever, a single loss of $7,500 could upset 
his underwriting results very badly and 
perhaps imperil his job. Consequently 
he convinces the management that a 
$1,000 net retention should be _ the 
maximum until a larger premium vol- 
ume is developed. 

Even a company with a $25,000,000 
capital and surplus and a $25,000,000 
annual premium volume, which should 
be able to absorb readily a $500,000 
loss, finds it desirable to cede part of 
the risk in order to achieve a desirable 


So- 








degree of density of exposure and hence 
keep its operating results at a reason- 
ably smooth level. He said that Mr. 
Feer had likened the ceding of business 
to a landscape gardener who shears off 
the long shoots of a privet hedge, keep- 
ing the outline relatively uniform and 
the foliage reasonably dense. 


Loss Expectancy Important 


Another important factor in deciding 
what a company’s net retention should 
be is the loss expectancy, that is, the 
probability that any given loss will ap- 
proach the policy limit and the percent- 
age of the limit that it will probably 
reach, Mr. Cathcart said. For example, 
if there is a $50,000 fire insurance policy 
on an unprotected frame house the 
chances are excellent that if it catches 
fire it will burn to the ground. Such 
a risk is said to be “100 percent sub- 
ject.” 

However, if the same amount of in- 
surance is carried on a modern fireproof 
building in a protected area the chances 
are remote that the loss will exceed 10 
or 15 thousand dollars and such a risk 
is said to be 20 or 30 percent subject. If 
the company insuring both these risks 
had decided that the maximum probable 
loss to which it cared to expose itself 
was $5,000 it would retain $5,000 on the 
unprotected frame house but if it decid- 
ed that the “amount subject” on the fire- 


proof building was only 25 percent it 
could keep $20,000 and still be con- 


sistent with its policy as to net reten- 


tions, since its net interest in the maxi- 
mum probable loss on the _ building 
would not be more than $5,000. 
Same Applies to Bonds 

For the same reasons, Mr. Cathcart 
said, a surety company, though it is 
probably unfamiliar with the term 
“amount subject” follows the same 
principle when it retains a_ small 


amount on a blanket bond but a much 
larger amount on a contract bond. The 
loss under a blanket bond may very 
well be total but contract bonds rarely 
result in a total loss since the surety 
company can step in and usually have 
the contract completed at much less 
cost than the amount of the bond. 

There is probably more underinsur- 
ance in the fidelity field than in any 
other bonding line, he said, and the 
corollary is a higher incidence of total 
losses and a lower retention on fidelity 
bonds as compared with contract bonds 
and other forms of surety bonds. The 
“loss expectancy” principle is also evi- 
dent where a typical casualty com- 
pany’s net retention is only $10,000 on 
bus liability but $40,000 or so on private 
passenger automobiles. The likelihood 
of the loss being severe is much greater 
in the case of the bus. 


HOW RISK IS SPLIT 


Going back to his original illustra- 
tion, Mr. Cathcart said that the class 
was probably wondering how a rein- 
surer can take $95,000 of a $100,000 risk 
and get by. The answer, of course, he 
said is that the reinsurer also buys rein- 
surance. This process is called retroces- 
sion. The reinsurer, in such a transac- 
tion is called the retrocedent and the 
company accepting the retrocession is 
called the retrocessionaire. The retro- 
cessionaire in turn may not see its way 
clear to assume the entire liability which 
it has thus acquired and may buy rein- 
surance to cover part of its liability. 

“You will be glad to know that our 
vocabulary is pretty well exhausted at 
this point and that this transaction is 
also called a retrocession,” said Mr. 
Cathcart. However, the process may 








go on until on jumbo cases the ultimate 
responsibility may be spread over a 
wide area among many companies, per- 
haps even all over the world. 


Range Is Higher 


While professional reinsurers are 
governed by the same considerations as 
direct writing companies in deciding 
what limits they will retain some under- 
writers claim that a reinsurer can keep 
a somewhat higher limit than a direct 
writer because so much of its business 
is in the larger categories. Mr. Cath- 
cart illustrated this by another chart 
with many vertical lines each represent- 
ing the size of the individual risk. 

The range was still from $5,000 up to 
$500,000 but the average size of risk 
was much higher, so that a horizontal 
line could be drawn across to cut off 
the tops of the relatively few extremely 
large risks at a considerably higher 
level than in the case of the direct writ- 
ing company and still achieve a desir- 
able degree of density of exposure. It 
was also evident from the chart that if 
a reinsurer decided to keep its net re- 
tentions down to a very modest level, a 
large fraction of its total premium in- 
come would have to be relinquished to 
its retrocessionaires. 





SECONDARY REASONS 


The five succeeding lectures dealt 
with the secondary reasons for reinsur- 
ance, various bases on which reinsur- 
ance is effected, and methods of 
distributing risk. After completing his ex- 
position of the primary reason for re- 
insuring, Mr. Cathcart said that some 
members of the class had inquired why 
the direct writing company didn’t go 
straight to the retrocessionaire in order 
to save money by eliminating the 
“middleman.” 

The answer is that the retrocession- 
aire would then become a reinsurer with 
the same problems as any other rein- 
surer. There are no companies which 
have set themselves up to do purely a 
retrocessional business. In some tran- 
sactions direct-writing companies them- 
selves are reinsurers and even retroces- 
sionaires and this is especially true in 
the fire field. 





Distribution Is Primary Aim 


Mr. Cathcart emphasized the point that 
the true function of reinsurance is to 
distribute liability among many under- 
writers so that the loss will not fall too 
heavily upon the few. In this manner 
the instrument of reinsurance accom- 
plishes its raison d’etre: to stabilize loss 
ratios by removing from the house of 
the insurance company the effect of 
the shock loss. Mr. Cathcart said that 
up to this point all matters touched upon 
in class had centered around this fore- 
most function of the reinsurance tran- 
saction, but that there are eight or 10 

other uses to which reinsurance might 
be put. 

Ges of these is to decrease the in- 
surer’s normal exposure on risks of in- 
ferior quality. A company may have 
accepted these through agency pressure 
or for other reasons of expediency. Mr. 
Cathcart likened this type of business to 
the illegitimate child in domestic rela- 
tions court: It shouldn’t be there but 
there it is and the question is what 
should be done about it. 


Must Take the Bitter, Too 


The reinsurer must expect to take 
some of the bitter along with the sweet 
and so should the _ retrocessionaire. 
There is ground for objection only when 
there is an attempt to pass along too 

(CONTINUED ON PAGE 40) 
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Reinsurance from Lawyers’ Standpoint 
FACT THAT ARRANGEMENT IS “HONORABLE UNDERTAKING’ IS KEY 


By W. B. WISE 
Vice-president of Excess 


The term “reinsurance” may be de- 
fined generally as a contract whereby 
one for a consideration agrees to in- 
demnify another wholly or partially 
against a loss or liability by reason of 
a risk the latter has assumed under a 
separate and distinct contract as insurer 
of a third party. As can be imagined 
reinsurance was probably first felt in 
marine insurance. The first reference 
available was an act of Parliament 
which was passed in 1746 which pro- 
hibited the practice of marine reinsur- 
ance. The first reference to fire reinsur- 
ance, strange as it may seem, was in 
America about 1813. That was a case 
of a fire insurance company assuming 
the outstanding risks of another com- 
pany. Reinsurance as applied to auto- 
mobile and employers’ liability risks 
started the latter part of the 19th cen- 
tury, and of course, has developed as 
industry and business in general have 
progressed. 

There are roughly three types of re- 
insurance: First 100 percent, second 
quota share, and third excess. 

The first type is the least common 
and occurs when one company merges 
with or takes over another. In that in- 
stance it reinsures the business of the 
other company 100 per cent. 


Quota Share Procedure 


The second or quota share applies 
particularly to fire, fidelity and surety, 
accident and health, and at times gen- 
eral casualty lines. A great deal of 
fidelity and practically all surety rein- 
surance is on a quota share basis. The 
primary or originating company writes 
a bond for an amount greater than they 
wish to retain and in such instances 
would reinsure with one or more other 
companies. In casualty lines the pri- 
mary or originating company may find 
that it is writing more business than its 
capital structure will absorb and will 
then reinsure a percentage of its busi- 
ness. 

The third type or excess reinsurance 
is the one most commonly used and 
with which we are all most familiar in 
the general casualty business, particu- 
larly automobile, public liability, com- 
pensation, etc. The primary or origi- 
nating company in such instances re- 
tains a predetermined basic limit such 
as $5,/10,000, or $10,/20,000, and rein- 
sures everything in excess of its reten- 
tion. Under this type the reinsurer is 
not involved until the amount of settle- 
ment or judgment exceeds the retention 
of the primary or originating company. 
Facultative and Automatic 

Reinsurance may be arranged in two 
ways: facultatively, and by automatic 
treaty. Under the first method the 
originating company submits on a facul- 
tative basis full underwriting informa- 
tion on the risk to be reinsured and the 
reinsurer can then accept or reject ac- 
cording to its judgment of the merits 
of the case. Under an automatic treaty 
the primary or originating company re- 
tains its basic limit on each and every 
risk written and automatically cedes to 
the reinsurer that portion of any risk 
which exceeds its primary retention. In 
other words, if the primary or originat- 
ing company has elected to retain the 


first $5./10,000 of each risk, it auto- 
matically cedes to the reinsurer that 
portion of every risk that exceeds 
$5,/10,000. On a risk with limits of 
$50,/100,000 the primary would cede 
$45,/90,000 excess of $5,/10,000. Under 


Paper given at Convention of Federation 
of Insurance Counsel. 


an automatic treaty the reinsurer has 
no supervision of the selection of busi- 
ness. In such instances it is necessary 
to underwrite the primary company on 
its management, past records, reputa- 
tion, loss experience, etc. The first 
record of an automatic treaty was in 
1821, and was between two fire com- 
panies on a reciprocal basis. The rec- 
ords are rather sketchy as to the intro- 
duction of the automatic treaty in the 
American market, but practically -all 
casualty business at the present time is 
written on that basis. 

The arbitration clause was first in- 
troduced into a reinsurance contract in 
1850 and has been in universal use ever 
since. As the insurance business de- 
veloped competition became more keen 
and there was an increasing reluctance 
on the part of the primary or originat- 
ing companies to disclose their records 
to competitors. This was obvious as 
early as 1845 when the Imperial and 
the Royal Company of Vienna made an 
offer of a treaty to the London Assur- 
ance, and it was refused. It was nat- 
ural that in time subsidiary or inde- 
pendent companies were formed for the 
sole purpose of accepting reinsurance 
trom other companies. Germany pio- 
neered this departure. At the present 
time in the United States there are 
some 30 odd reinsurance companies in- 
cluding all types. Of this number only 
about six confine their activities to cas- 
ualty and surety. 

When reinsurance first started the 
primary or originating company made 


a monthly report known as a bordereau 
to the reinsurance company giving the 
name of all risks written during that 
current month where the policy limits 
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exceeded the retention of the primary. 
The information shown was name of 
the assured, inception date of the policy, 
type, policy limits, gross premium, and 





Reinsurance, Bottom Man, 


Steadfast But Unspectacular 


By JOHN N. COSGROVE 


American Reserve 


It is late in the day and perhaps pain- 
fully elementary to point out that insur- 
ance is 100 percent behind the national 
defense program. It is equally trite to 
resurrect the assertion that since reinsur- 
ance is behind the insurance companies 
it too is behind national defense. But 
there is a fresh, affirmative and provoca- 
tive way of stating these hackneyed con- 
tentions. In my sincere opinion enough 
mention has not been made of this in- 
terpretation, 

It is this: the rearmament program 
could not have gone full speed ahead, 


r 





J. N. Cosgrove, against background of 
fire marks in American Reserve museum 
room, 


gathering momentum every day, unless 
direct writing insurance companies had 
been ready to meet American industry's 
unparalleled demands for all forms of 
insurance. And the direct writers could 
not have met this demand with consist- 
ently sound underwriting practice unless 
reinsurers in turn were ready to take on 
surplus lines representing increased val- 
ues in plant, raw materials and finished 
products. It was not a case of insurance 
and reinsurance getting behind national 
defense activity. They were all set and 


ready for action before the 
started. 

These claims are not made in a flag 
waving mood to prove that reinsurance 
is a fine patriotic business which re- 
sponded overnight to the urgent call for 
national unity. The truth lies deeper; 
its foundations were laid over a period of 
years ...notinaday. For the truth is 
that reinurance men were equal to the 
present emergency because they have for 
years been giving their undivided atten- 
tion to the intense study and perfection 
of their own business. Thus it is diffi- 
cult to take them by surprise. Even a 
world cataclysm has not been able to 
do it. 

The superficial observer would be 
puzzled at the claim that so seemingly 
unromantic a business as reinsurance 
has actually speeded national defense. To 
him the connection appears extremely re- 
mote, His focus is on the exciting and 
the hectic aspects of our present indus- 
trial productivity, and it is difficult for 
him to penetrate the glamour to arrive at 
the realities. 

If he were asked to outline the types 
of business contributing most to full 
speed armament he would probably not 
hesitate an instant in writing at the top 
of his list airplane production. In his 
mind he would see thousands of sleek 
plane models coming off assembly lines 
and formidably lining up in infinite rows. 
He would mentally project the fighting 
ships into the air and obtain a soul satis- 
fying picture of America’s mighty power 
in the skies. 

Next on the outline might appear the 
munitions makers. This business con- 
jures up the image of cold, threatening 
shells, from giant size to the smallest... 
all with evil, death dealing properties but 
a comforting assurance in these times. 

(CONTINUED ON NEXT PAGE) 
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the premium due the reinsurer. If at 
a later date a loss developed, the re- 
insurer could always check back to see 
if the policy had been reported prop- 
erly and the premium paid. It is note- 
worthy, however, that the majority of 
the contracts contained a clause reading 
similar to the following: “It is under- 
stood and agreed that errors and omis- 
sions on the part of the ceding com- 
pany to reinsure any policy or contract, 
binders or endorsements or riders shall 
not invalidate the liability of the rein- 
surer, but the reinsurer shall, subject 
to this agreement, follow the fortunes 
of the ceding company.” Under that 
clause the primary company was pro- 
tected even although through clerical 
error the reinsurance company was not 
notified and did not receive its propor- 
tionate share of the premium. 


Monthly Report System 


As the business of the primary com- 
panies developed and reached large pro- 
portions the preparation of this monthly 
report became a complicated and labori- 
ous task. Through competition be- 
tween reinsurance companies the prepa- 
ration of this monthly bordereau was 
eliminated so that today the great ma- 
jority of primary companies report 
monthly to a reinsurer. This is known 
as an account current and shows the 
total writings by class for the month 
and the reinsurance premium 1s com- 
puted on that basis. The reinsurer, 
however, still retains the right to make 
a periodical audit of the books of the 
srimary company. 
The ae company usually deter- 
mines on the amount of its retention 
by taking into consideration its size, €X- 
perience, type of business written, etc. 
Most small companies retain the first 
$5,/10,000 and it varies from there on 
up depending upon the size of the com- 
pany. The United States government 
some years ago ruled that no company 
could write a federal surety bond in 
an amount greater than 10 percent otf 
its combined capital and surplus. For 
years this was the yardstick in deter- 
mining the amount of suretyship as- 
sumed by the various companies. That 
requirement or qualification has _ since 
been written into the New York in- 
surance code. That does not neceés- 
sarily prohibit a company from writing 
an undertaking in an amount greater 
than 10 percent of its combined capital 
and surplus. A primary company with 
a capital of $1,000,000 and a surplus 
of $2,000,000 could still write an under- 
taking in an amount greater than $300,- 
000 providing it could show that it had 
reinsured in an admitted company the 


exposure in excess of its qualifying 
powers. 
Liability or Loss 

Reinsurance contracts may reimsure 


against either “liability” or “loss.” In 
the Allemannia Fire Company decision 
it was held that a reinsurance contract 
was reinsurance against liability. That 
seemed to be the generally accepted law 
regarding reinsurance until the latter 
part of 1937 when the United States 
Supreme Court handed down a decision 
holding that a surety reinsurance agree- 
ment was against loss and not liability 
and that the reinsurer was not liable un- 
til the reinsured had actually paid. It 
was not until several years later that the 
supreme court of Ohio held in a cas- 
ualty case that the reinsurer was _ not 
liable until the reinsured had paid. This 
factor is of importance only in the event 
of insolvency of the primary company. 
It must be borne in mind that the pri- 
mary company assumes the burden ot 
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investigating, defending and handling 
all claims. 

In figuring the amount of the pre- 
mum to be divided between the pri- 
mary and the reinsurance company that 
factor is taken into consideration. A 
reinsurance company is not set up to 
underwrite the individual risk nor to 
handle the individual claims even 
though it may be involved. If the pri- 
mary company becomes insolvent the 
reinsurance company is deprived of that 
protection. To offset this most con- 
tracts are written on an indemnifying 
basis. Under the bankruptcy proce- 
dure although a claimant may recover a 
judgment for an amount in excess of 
the primary retention, and the claim 
may be allowed in full by the liquidator, 
the amount of the reinsurance com- 
pany’s involvement becomes one of the 
assets of the liquidation and does not 
necessarily inure to the benefit of the 
individual claimant or creditor. To do 
so would be to create a_ preference. 
There are a number of decisions to the 
effect that no one has any: rights un- 
der a reinsurance agreement except the 
parties thereto. A claimant or a judg- 
ment creditor or even the original as- 
sured has no rights of actions against 
the reinsurer. The reinsured is the only 
party to whom the reinsurer owes any 
liability. 

Legislative Obstacles 
The 


surance 


indemnifying feature of a rein- 
contract is, however, running 
into legislative obstacles as did the old 
type indemnifying automobile policy. 
Under the New York insurance law the 
primary company can not take credit 
for admitted reinsurance unless the 
reinsurance shall be payable by the as- 
suming reinsurer on the basis of liabil- 
ity of the ceding insurer under the con- 
tract or contracts reinsured without 
diminution because of the insolvency of 
the ceding reinsurer. The law further 
provides that any such_ reinsurance 
agreement may provide that the liquida- 
tor of the insolvent primary company 
shall give written notice of the pending 
claim against the primary carrier on a 


policy or bond reinsured within a rea- 
sonable time after any such claim is 
filed. It further provides that during 


the pendency of any such claim the re- 
insurer may investigate such claim and 
interpose at its Own expense any de- 
fense which it feels is available to the 
primary company or the liquidator. Un- 
der this law the defense of insolvency 


of the company is of no value and the 


reinsurance is one against liability 
rather than loss. Massachusetts en- 
acted a similar law which became ef- 


fective in September and the insurance 
commissioner of Iowa has made a rule 
along the same lines. 

Reinsurance contracts further provide 
that the liability of the reinsurer shall 
commence simultaneously with that of 
the company and shall be subject in all 
respects to all the general and specific 
Stipulations, clauses, waivers, etc. Un- 
der this provision, if the policy of the 
primary carrier is written during the 
period of the reinsurance contract, the 
reinsurance company assumes its pro- 
portionate share of the liability, if any, 
from the date of the primary policy. 
The reinsured’s liability, how ever, is 
still contingent or predicated upon the 
terms of the reinsurance contract. Most 
reinsurance contracts contain a pro- 
hibited list, and if the primary company 
wrote a risk falling within that cate- 


gory it, of course, follows that the lia- 
bility of the reinsurance company 
would not commence simultaneously 


with that of the primary. 
Prompt Notice of Claim 


The reinsurance company, of course, 
is entitled to prompt notice of a claim. 
It has to maintain reserves on cases 
where it has a potential involvement 
and Should be notified so that it can 
Place the proper reserve immediately. 
W “al to report a case to a reinsurance 
company is sometimes a difficult matter 
to determine. In most instances the 
primary company handles the case as if 
there were no reinsurance and reports 
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losses by bordereau. When the amount 
of the reserve placed on the case ex- 
ceeds the retention of the primary, the 
latter takes credit for the excess under 
a “reinsurance recoverable” item. If 
the case is tried and a verdict rendered 
involving a reinsurance company, the 
latter becomes liable for its share of the 
verdict and its proportionate share of 
the taxed court costs, interest, legal 
fees and allocated expenses. Most con- 
tracts provide that the reinsurer may 
if it so elects, associate its own counsel 
but that is seldom done. All contracts 
contain a cancellation clause but the ef- 
fective date of the cancellation does not 
necessarily limit ~ future liability of 
the reinsurer. The latter is liable in all 
cases occurring on policies written prior 
to the cancellation date. Even though 
the policy may be written the day be- 
fore the cancellation date and the acci- 
dent may not occur for six months the 
liability of the reinsurer continues until 
the expiration of all policies written 
during the terms of its reinsurance con- 
tract. There are, of course, exceptions 
as in some instances the succeeding re- 
insurer may agree to assume the liabil- 


ity of the unearned premium reserve 
from the cancellation date and is liable 
on any subsequent losses. 


Just as the primary companies rein- 


sure all liability over and above their 
fixed retention reinsurance companies 
also reinsure. Under an automatic 


treaty the primary may reinsure every- 
thing in excess of $5,/10,000 up to one- 
half million or one million dollars ex- 
posure. While under the treaty the 
reinsurance company accepts all the lia- 
bility it in turn retains a fixed amount 
and reinsures above that limit with a 
second reinsurance company. On a 
primary policy of large limits it may 
eventually be split up among six or 
eight companies, each company retro- 
ceding or reinsuring on an excess basis. 
Each succeeding reinsurer has an in- 
creasing buffer between it and a loss 
but it also receives a proportionate di- 
minishing share of premium. 


Full Retention Offers 


We are frequently asked if any diffi- 
culty is experienced in having the pri- 
mary company make available for set- 
tlement its full retention. I might say 
that such instances fortunately are few 


and far between. Several years ago I 
was involved in a number of claims 
arising out of the same accident. The 


primary company was on for $5,000, the 
next company for $25,000, the third for 
$125,000 (and incidentally, that amount 
probably was broken down into three or 
four companies) and the next company 
assumed all liability over and above 
$155,000. The third company with the 
exposure of $125,000 following the pre- 
ceding companies and made available 
its full retention with no attempt to 
save any of its exposure. This was 
before trial and after considerable ex- 
pense had been incurred in preparation. 
Occasionally a primary company may 
feel that rather than pay its full re- 
tention it would prefer to proceed with 
trial thus subjecting the reinsurance 
company to an unwarranted exposure. 
Fortunately such instances are compar- 
atively rare. There are instances 
where a primary company is sincere in 
its evaluation of a case for an amount 
slightly below its retention. However, 
practically all primary companies deter- 
mine the advisability of settlement or 
litigation as if the entire exposure was 
theirs and there was no reinsurance in- 
volved. 

I know of 
word of an 
means so much as it does 
ance and reinsurance business. I think 
this is one of the reasons why it occu- 
pies the place it does in the business 
world of today. There is an old clause 
still appearing in a lot of reinsurance 
contracts which I think must have 
been handed down to us from our Eng- 
lish cousins. I think it contains in sub- 


no business where the 
individual or a company 
in the insur- 


stance the meat of the attitude dis- 
played by companies in their dealings 
with each other. It reads as follows: 


“This agreement shall be considered as 


an honorable undertaking whose pur- 
poses are not to be defeated by a nar- 
row technical construction of its pro- 
visions but shall be subject to a liberal 
interpretation for the purpose of giving 
effect to the real intention of the par- 
ties hereto. In the event of any mis- 
understanding or dispute arising be- 
tween the parties it shall be referred to 
arbitration in the manner herein pro- 
vided and the parties hereby agree to 
abide by the result of such arbitration.” 
There has, of course, been litigation in 
the past between a judgment creditor, 
an assured or a liquidator against a re- 
insurance company but you will find 
very few cases between a primary and 
a reinsurer. I think this is due to the 
cooperation existing between companies 
contributed to by the fact that the two 
parties to the contract are experts in 
their particular field—one knows what 
it is buying and the other what it is 
selling. All possible contingencies have 
been explored but when honest differ- 
ences of opinion do arise each party ap- 
preciates that the agreement is an hon- 
orable undertaking. Insurance and re- 
insurance travel hand in hand and the 
steady growth of the former has been 
aided no little by the facilities of the 
professional reinsurers. The future of 
reinsurance follows closely the path of 
insurance, each aiding the other. 
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Logically with the shells would be listed 
all types of guns now in the making 
from revolvers to rifles to machine guns 
to the staggering long range cannon 
with a range equal to a good day’s jour- 
ney. 

For separate consideration there would 
be the huge tanks now lumbering with 
deceptive awkwardness from the nation’s 
factories in threatening numbers. 

On the naval side of the picture there 
are an equal number of activities which 
whet the imagination. Mighty dread- 
noughts are building in the navy yards 
in line with our announced ambition for 
a two ocean navy. Speedy destroyers 
are rapidly being sped down the ways, 
and submarines are rounding out the 
naval force, 

The present orgy of 
pagne bottles christening 
to America’s fleet extends 
mercant marine now building as 
before. 

Getting away from the direct weapons 
of war, our imaginary outline would 
probably take us next to plants where 
tools, dies and machinery are turned out. 

(CONTINUED ON PAGE 42) 
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quick assets of only $1,000,000. In the 
past the rule was that the ratio of assets 
to orders should be not less than one to 
10 and one to five was the rule of the 
most conservative underwriters. 

There is little fear that the govern- 
ment will let the contractors fail while 
the war is in progress, but the big dan- 
ger is that if war should cease, orders 
would be cancelled or reduced abruptly. 
This happened in the last war with great 
losses to sureties. However, some be- 
lieve that the experience of the last war 
is not necessarily a guide and that the 
cancellations will not come as abruptly 
as they did last time. 

The reinsurance companies are getting 
more surety premiums through their 
treaties and also those that accept facul- 
tative business are being invited to par- 
ticipate in more risks. These large de- 
fense bonds constitute the type of 
business that appeals to reinsurers as a 
facultative proposition. They much pre- 
fer to be invited to come in on a big 
bond than to help out on a small one. 
They feel in connection with a big bond 
that their facilities are wanted because 
of the size alone of the undertaking and 
not because: of the poor quality of the 
offering. Moreover the reinsurer prefers 
to have a small part of a line in which 
there are a number of co-sureties rather 
than to be involved substantially in a 
small line, because in the event of 
trouble under the first circumstance 
there are a lot of direct companies that 
are involved and springing into action to 
preserve their interests whereas under 
the latter circumstance the reinsurer may 


have to bestir itself and become in- 
volved in considerable expense. 
First Surplus Pools 

There seems to be quite an increased 


use of first surplus pooling arrangements 
in the surety field, with the reinsurance 
companies being offered a percentage. 
That is regarded by the reinsurers as a 


very favorable arrangement. 
In handling defense bonds, the com- 
panies close their eyes to many unfa- 


vorable elements, but some surety offices 
do strive to keep away from the con- 
tracts of very long term. 

The automobile liability experience of 
the reinsurance companies has been very 
good this year although reinsurance ex- 


ecutives are prone to draw long faces 
when contemplating the future. The 
premiums are substantially higher and 


the loss experience has not deteriorated 
so far as the reinsurance companies 
concerned. Of course the reinsurers do 
not participate in the property damage 
end of the business and thus they have 
escaped the trouble that has occurred in 
the direct business in this portion of the 
automobile business. Although there 
has been an increase in auto P. L. losses, 
the factor that has made the automobile 
casualty business go ragged this year 
is the property damage feature. 

There has been a sharp increase in 
both frequency and severity of property 
damage claims but that has been exclu- 
sively a problem for the direct writers. 
The reinsurance companies, however, 
are by no means complacent in the face 
of the automobile problem. There has 
undoubtedly been an increase in severity 
of accidents involving personal injury 
and deaths but there is always quite a 
lag between the time when such an jn- 
crease sets in and when the results are 
reflected in insurance company experi- 
and there is an even longer lag 


ence 
in the case of reinsurance companies. 
One offhand observation that seems to 


be true is that there is an increase in the 
number of persons injured per accident. 
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Reinsurance Gain 17%: 


Ample for War Time Needs 


There are some.nasty accidents in the 
neighborhood of defense production cen- 
ters attributable to congestion, to high 
wages and drink. Then on top of an 
increase in accident severity is the spec- 
tre of inflation. Just the other day a 
judge in Minnesota remarked that some 
steep verdicts voted by a jury were 
probably not excessive in view of the 
decline in the purchasing price of. the 
dollar. 

Higher Value on Claims 

The reinsurers feel that inflation, even 
as much of it as has already occurred, 
means that a higher value must be placed 
on unpaid claims, Indicative of how 
the reinsurance companies think of the 
trend so far as severity is concerned is 
the fact that one company is now put- 
ting up $20,000 in loss reserves for every 
loss that is reported. Until just recently 
its practice was to put up $10,000 on 
every report. A few years ago it was 
putting up only $5,000. 

While this may seem like a very large 
amount to those who are accustomed to 
the system of reserving that is employed 
by the direct companies, the fact is that 
the reinsurance companies do not receive 
reports on all of the accidents under 
which they subsequently are called upon 
to make payment. It is extremely diffi- 
cult for them to keep tally of losses and 
Schedule P doesn’t seem to work out 
for reinsurance companies. Most of the 
direct companies scrupulously seek to 
keep the reinsurers informed of acci- 
dents that are likely to produce settle- 





ments reaching into the reinsurer’s 
pocket but very often what appears to 
be at first a minor accident, and 


which is not reported to the reinsurer, 
eventuates in a very costly settlement, so 
that when the reserves are loaded in 
connection with actual reports of acci- 
dents it must be remembered that there 
is an element involved to take care of 
what might be called sneakers. 

What may appear to be a small case 
with a direct company and one that will 
not exceed its own retention may turn 
out years later to be very expensive. 
For instance one reinsurance company 
canceled a treaty in 1923. Just this year 
it was called upon to pay a heavy loss 
on account of an accident that occurred 
in 1922 and was covered under that 
treaty. It is difficult to keep a close 
tally of losses outstanding. Some of 
the direct companies are very conscien- 
tious in reporting losses to reinsurers 
but others are not and even those that 
are conscientious may overlook report- 
ing a loss that may turn out to be ex- 
pensive. There was one loss that was 
not reported where there was a verdict 
four years later for $90,000. The reten- 
tion of the direct company was 10/20 
and the direct company had no idea that 
it would exceed that amount. 
Page-Anderson Law 

The Page-Anderson law in New York 
will produce a great increase in auto- 
mobile premiums which will probably 
not increase the liability of the reinsur- 
ers because most of those that are com- 
pelled to take insurance will buy only 
the minimum limits. Practically all the 
reinsurance of automobile business is on 
a percentage basis now. Hence the re- 
insurance premiums will probably in- 
crease very largely next year but under 
the percentage plan the premium is gov- 
erned by experience and is adjustable. 
If there is a great influx of premium and 
the loss ratio doesn’t justify it, the pre- 
miums will be adjusted. 

One of the interesting developments 
has been the demand for greatly in- 
creased limits of boiler and machinery 
use and occupancy insurance. Some im- 
mense amounts of coverage are desired 


and the market has been exhausted and 
pried open again and filled to bulging. 
Those few reinsurance companies that 
have been doing boiler business right 
along will show quite a good increase 
in their boiler and machinery account. 
The reinsurance companies that have not 
been interested in boiler heretofore have 
been invited to participate facultatively 
in boiler lines but are somewhat timid, 
as they feel that they would be brought 
into the picture only temporarily and 
could not get a satisfactory spread. 
One of the most complicated problems 
that has ever faced the casualty reinsur- 
ance market has been projected by the 
demand for reinsurance accommodations 
in connection with munitions manufac- 
turing and construction risks. It has 
proven to be a very ticklish subject. At 
present there are six reinsurance com- 
panies that are binding such risks under 
a pooling arrangement, they being Eu- 
ropean General Reinsurance, General 
Reinsurance, American Reinsurance, 
Employers Reinsurance, Excess and Se- 
curity Mutual Casualty. Munitions 
risks are excluded from the Workmen’s 
Compensation Reinsurance Bureau. No- 
body seems to be very happy about the 
arrangement and the manv factors in- 
volved in providing this reinsurance in 
connection with the Hill plan on cost 
hue a fixed fee contracts are enor- 
mously complicated. The old munitions 
plants practically all are self insured so 
there is no problem there. However, 
the new plants must be insured under 
the Hill plan although it is understood 
that in one or two projects the govern- 
ment has simply done without insurance 
entirely and will reimburse the contrac- 
tor for workmen’s compensation losses. 
The new construction seems to be ad- 
mirable, with separation of exposures 
into small units. The loss at the plant 
near Burlington, Ia., the other day al- 
though serious, claiming about 10 killed 
and a larger number injured, seems to 


have been fairly well localized under the 
circumstances. 
Deficiencies of Hill Plan 

The reinsurance companies had 


worked out a plan for handling muni- 
tions risks and were prepared to put it 
into effect when the Hill plan came 
along and upset the program. ‘The 
trouble was that the Hill plan did not 
make any adequate provisions for rein- 
surance. The reinsurance companies in- 
sisted that the direct writing companies 
maintain a high retention, at least $100,- 
000. The idea was that the direct com- 
pany would pay out all losses up to the 
maximum amount that could be recov- 
ered from the government and then to 
retain $100,000 for accidents beyond 
that. Some of the direct writing com- 
panies did not want to retain more than 
about $25,000 themselves. A formula 
is now being worked out but some lines 
have been reinsured under binder sub- 
ject to readjustment later. 

Some of the casualty reinsurers do a 
sizable amount of workmen’s compensa- 
tion business in one way and another, 
but others do practically none, only 
writing such business when the treaty 
company doesn’t retain $25,000 as re- 
quired by the Workmen’s Compensation 
Reinsurance Bureau. The latter type of 
reinsurer is particularly reluctant to take 
on what is regarded as the supremely 
hazardous munitions business, as_ this 
constitutes about its sole interest in the 
workmen’s compensation field. 

The assets of the reinsurance compan- 
ies have increased sharply in the last 
few years and hence their capacity is 


considerably more and they are able to 
give larger accommodations to the di- 
rect writing companies. This is espe- 


cially helpful in connection with gov- 


ernment contract bonds and the high 
limits policies that are being demanded 
these days. 

The facilities of the domestic casualty 
reinsurance companies are adequate for 
all ordinary purposes. It is necessary 
for both the reinsurers and the direct 
companies to go to Llodys for accom- 
modations on certain jumbo or peak 
lines. Such a situation develops particu- 
larly in connection with the very large 
burglary coverages. For instance, the 
state treasurer of Michigan has a loss 
exposure of about one hundred million 
dollars, The coverage that he is able 
to get amounts to $22,000,000 which rep- 
resents the maximum capacity of all 
the direct writing and reinsurance com- 
panies in the country. It is, of course, 
an excellent risk and the chance of a 
total loss is just about as remote as any- 
thing could be, but nevertheless, there 
is that chance. 

Limits of from $1,000,000 to $2,000,000 
can be easily taken care of. Some bro- 
kers these days are getting their clients 
hopped up on the idea of taking very 
high limits. For instance there was one 
assured who wanted limits of $10,000,000 
for property damage. Such limits as 
that cannot be taken care of in the do- 
mestic market but there are not enough 
of these gigantic limits to sustain a mar- 
ket. If a company were formed just to 
take care of such peak requirements it 
would starve to death. 

Personal accident reinsurance is still 
regarded by most companies as accom- 
modation business. There seems to be 
an inescapable characteristic of accident 
business that the higher the bracket of 
coverage the less favorable the experi- 
ence. If the direct company keeps only 
a small retention, the reinsurer looks 
with greater favor upon the account. 


Bus Business Favorable 


Bus business continues to be accept- 
able to reinsurers. The excess limits 
table is more favorable to the reinsur- 
ance companies than is the excess limits 
table for long haul trucks. Some rein- 
surers have had good experience with 
trucks but they are inclined to attribute 
it to luck rather than to any underwrit- 
ing skill on their part or on the part of 
the direct writing companies. Some of 
the reinsurers had to go into the truck 
business reluctantly because some of 
their good treaty companies desired to 
experiment in the field. 

The reinsurance companies escaped 
what was probably the worst bus acci- 
dent of the year, that of the Greyhound 
bus near Clanton, Ala, Seventeen per- 
sons were burned to death. Greyhound 
is a self insurer except that it carries 
insurance with Indemnity of North 
America in limits of $5/30,000 to qualify 
with the public service commission re- 
quirements in Alabama. 


Surety Reciprocity 


The direct companies in the surety- 
fidelity field keep a close account of their 
traffic with one another and there is a 
certain amount of friction between those 
who give out more than they get back 
and those who get back more than they 
give out. A company that originates a 
contract bond keeps the maximum line, 
that it wants, for itself and then very 
frequently passes off to a nrofessional 
reinsurer a small portion of the bond, 
before the line is offered to the street. 
The originating company depends upon 
making a profit from the reinsurance 
commission received from the profes- 
sional reinsurer to take care of its spe- 
cial expenses in handling the bond, to 
which the other direct writing companies 
who may become coinsurers or reinsur- 
ers were not subject. 
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Value of Excess Market to 
Agent Is Explained 


By JOSEPH P. GIBSON 
Excess Underwriters 


Excess insurance is an outgrowth of 
excess of loss reinsurance which was 
first developed in 1880 by Cuthbert 
Heath of London L loyd’s. This form of 
reinsurance grew rapidly in the U nited 
States, particularly in the casualty field 
where the rate structure is adaptable 
to excess reinsurance. Excess of loss 
reinsurance is used in the fire insurance 
field but excess insurance is not so 
adaptable to individual fire risks as it 
is to casualty risks. The following dis- 
cussion is restricted to the casualty 
lines. 

Not more than 20 years ago liability 
insurance was sold and not bought. 
3usiness men did not appreciate the 
significance of the laws dealing with 
negligence. Our juries, however, have 
brought forcibly to the attention of the 
public the necessity not only for liability 
insurance but for coverage of substan- 
tial limits. The tendency of buyers to 
take high liability limits has produced 
the field for excess insurance. 


Trend to Self-Insurance 


The trend of large risks toward self- 
insurance has also created opportunities 
for excess insurance. From the agent’s 
point of view, self-insurance is not to 
be encouraged. However, when a risk 
does self-insure, the agent may still re- 
tain his connection with such assured 
by selling excess insurance. A risk self- 
insured with respect to workmen's com- 
pensation or any of the liability lines 
is a good prospect for an excess cover. 

Let’s digress for a moment and con- 
sider the two main characteristics of 
casualty losses which are frequency and 
severity. Some risks are subject to both 
types of losses while others are subject 
to one type only. A metal goods manu- 
facturer, for example, may have a fairly 
high frequency of small losses but not 
be subject to any unusual catastrophe 
hazard. A coal mine risk, on the other 
hand, is definitely subject to severe 
losses or catastrophes which outweigh 
in importance the frequency of minor 


claims, Contracting risks are subject 
to the hazards of both frequency and 
severity. 


Aggregate Excess Cover 


Aggregate excess insurance was de- 
signed for a risk subject to loss fre- 
quency. This type of cover does not 
apply to a fully insured risk although 
there is a form of aggregate excess in- 
surance currently used in connection 
with retrospective rated risks. The 
market for such cover, however, is very 
limited. Aggregate excess insurance is 
more readily applied to self-insured 
risks, but, here again, the underwriters 
have found this class of insurance of 
doubtful profit and this market is also 
restricted. In some states, like New 
York, Pennsylvania and Michigan, the 
insurance authorities do not permit a 
licensed carrier to write aggregate ex- 
cess insurance on a self-insured work- 
men’s compensation risk. As the appli- 
cation of such cover is narrow, and the 
market restricted, there is no need to 
discuss it. 


_Catastrophe excess insurance is de- 
signed to cover loss severity. Prac- 
tically all casualty companies reinsure 


their business on an excess of loss basis 
and it is quite natural to find this idea 
carried over for application to the in- 
dividual risk, whether such risk be a 
self-insurer or insured, of sufficient size 
to warrant such treatment. 

Every workmen’s compensation self- 
insurer is a prospect for an excess 
cover. While many risks appear to be 
subject to loss frequency only, yet there 
1s always the possible catastrophe aris- 
ing from ay and sometimes wind- 
storm. Boilers have been known to 


explode causing death and injuries. Self- 
insured risks with a definite catastrophe 


hazard, such as underground mining 
and steel erection, invariably carry an 
excess cover on workmen’s compen- 
sation. 


No one encourages a risk to become 
a self-insurer but the fact remains that, 
due to several reasons, many large risks 
self-insure their general liability. Such 
assured often require an excess cover 
particularly where they are subject to 


loss severity, such as electric traction 
lines, automobile buses and long haul 
truckers. 


Opportunities to Agents 


Excess insurance offers opportunities 
to the agent to hold business and to 
secure new business. Some of you prob- 
ably represent small casualty com- 
panies. At times one of your good 
clients may have hesitated to take a 
liability policy with fairly high limits 
from a small company. This client may 
not be entirely satisfied with your ex- 
planation of reinsurance. A complete 


answer to this client is the suggestion 
that the limits under the policy from 
your company be reduced to the amount 
satisfactory to him and an excess con- 
tract be secured for the balance. If 
your company knows the entire cir- 
cumstances, they will be willing to co- 
operate and everybody will be happy. 

Sometimes the shoe is on the other 
foot, namely, your company may ob- 
ject to giving a high limit liability pol- 
icy to a certain client who is important 
to your office. Your company may feel 
that the type of risk is one which may 
produce a catastrophe and, thus, 
develop a bad experience for the com- 
pany under its reinsurance and possibly 
jeopardize its contingent profit under 
its reinsurance. This situation can be 
met by having your company issue a 
policy for the standard limits, and se- 
cure an excess contract for the balance 
of the limits desired. 

Whether your company is small or 
whether it is large, there are some risks 
where the limit of liability is so high as 
to exceed your company’s capacity in- 
cluding its reinsurance. As you know, 
companies are required to keep their 
net retention down to 10 per cent of 
their capital and surplus in the case of a 
stock company and the balance must 
be reinsured with licensed reinsurers. 


loss 
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When the capacity of your company is 
exhausted, an excess contract will help 
to produce the total limits desired. 


Additional treatment of reinsurance 
subjects on Page 15. 
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much of .the bitter. Companies are 
aware of the danger of jeopardizing 
their reinsurance markets by causing 
high loss ratios to their reinsurers and 
realize that as a matter of sound busi- 
ness practice the most profitable course 
over the long pull is to underwrite the 
business for a reinsurer rather than 
against him. 

Continuing on the subject of risks of 
doubtful merit, Mr. Cathcart cited an 
extreme example from the marine field, 
the so-called “overdue market” at. Lloyds. 
Sometimes a marine underwriter will 
reinsure a risk 100 percent at a time 
when a ship is in dire peril and the loss 
is almost a foregone conclusion. Such a 
transaction is entirely honorable, open 
and above-board. This type of rein- 
surance may seem too good to be true, 
until one looks at the rate, which may 
run as high as 85 to 90 percent of the 
value insured. These high rates are 
probably the reason why underwriters 
in the United States make little use of 
the overdue market. 


“HONOR CONTRACTS” 


Such transactions would be tainted 
with fraud if the direct writer or Lloyds 
had any inside information and _ con- 
cealed it from the other party. These 
policies are called “honor contracts” be- 
cause they are illegal and unenforceable 
in England as a result of the Gambling 
Act of 1906 which outlawed insurance 
policies containing a provision waiving 
proof of insurable interest. In many 
cases the marine underwriter may find 
it inconvenient to prove the extent of 
his insurable interest. Consequently 
Lloyds underwriters when issuing these 
contracts waive the necessity of prov- 
ing insurable interest and as a con- 
sequence the courts of England will not 
recognize them. Nevertheless these 
covers are freely purchased in the Brit- 
ish market. 

Next in importance among the sec- 
ondary reasons for reinsurance Mr. 
Cathcart listed the function of enabling 
a direct writer to finance its premiums 
and to show a larger surplus in its an- 
nual statement than it otherwise could 
show. He proceeded to illustrate the 
point by means of tabulations on the 
blackboard. The need for emergency 
reinsurance of this type is generally due 
to the fact that a new company or an 
old one that is rapidly expanding its 
business may find that after meeting its 
losses, expenses of acquisition and over- 
head it would have little if any surplus 
left after setting up the proper un- 
earned premium reserves. 


Ceding Company Takes Credit 


One solution would be to curtail the 
writing of business but this would work 
a hardship on the company and _ its 
agents and reinsurance offers a ,much 
more practical solution. The reinsurer 
will then have to maintain a reinsurance 
reserve and the insurance laws will per- 
mit the direct writer to take a corres- 
ponding credit for reinsurance ceded. 
The cash transferred will be the portion 
of premiums corresponding to the busi- 
ness reinsured less a commission allow- 
ance to cover the direct writer’s acquisi- 
tion cost and other expenses. 

Mr. Cathcart set up on the board the 
following simplified annual statement: 











Assets 
J rere ere eter $3,000,000 
DE cabana tesa kaon se whadlea ad 2,500,000 
MEE occ teidtawa nace tices $5,500,000 
Liabilities 


Unearned Premium Reserve. .$4,000,000 
GCther Liabilities ....60.0-s08 500,000 
ee a eeerinrers renee 1,000,000 
DOME ARS Nd HiseseRSalotaaee weedeat 

nitric adam eek biled $5,500,000 
Adds $800,000 to Surplus 

A company would obviously have 
difficulty selling a statement like the 


above. Therefore it reinsures the busi- 
ness represented by half its unearned 
premium reserve, this amount being $2,- 
000,000. However since there is, in this 
supposititious case, a 40 percent ceding 
commission the direct writer would pay 
to the reinsurer only 60 percent of $2,- 
000,000 or $1,200,000. Thus, the annual 
statement would then read as follows: 


- Assets 

LO eee ee 
NEES, 604.5 ean cassis Soha ne hae 2,500,000 

MNO” aca tph ay mokisane ina nae $4,300,000 

Liabilities 

Unearned Premiums ........ $2,000,000 
OG@er Lasbties i.e ccsc cas 500,000 
ME gt ong ck cuknlicdes caua 1,000,000 
MED ohn adc tevaivas sis cmate 800,000 

| ere ems oF $4,300,000 


Mr. Carthcart explained that this type 
of transaction is known as portfolio re- 
insurance, bulk reinsurance, or emer- 
gency reinsurance. It is most often 
used in the case of a young company or 
an older company that is expanding its 
business abnormally rapidly. However, 
it is also valuable when surplus shrinks 
on account of market conditions, as in 
the early 1930s, and the direct writing 
company needs to make a better sur- 
plus showing. 


MAY BE HORSE TRADE 


What the reinsurer’s commission to 
the direct writing company will be de- 
pends upon several factors but the fig- 
ure finally arrived at is likely to be 
the outcome of an old fashioned horse 
trade. The reinsurer of course must 
think of its own surplus position. Then 
there is the relationship of the two 
parties. While portfolio reinsurance is 
a type of business that a reinsurer does 
not seek it will be more receptive if the 
portfolio has a good record of profit. 
Also the profits to be made in the fu- 
ture from the direct writer’s reinsurance 
business are a consideration, for this 
kind of deal is an excellent way of get- 
ting very close to the direct writer’s 
account. 

An important consideration to be 
borne in mind is the likelihood of the 
arrangement continuing permanently. Is 
the ceding company likely to want to 
call off the arrangement a couple of 
months after the year-end? Or will it 
let the reinsurer keep the portfolio and 
possibly earn a profit? 


Must Consider Loss Trend 


_ One of the most vital considerations 
in arriving at the commission is the loss 
ratio, not merely the past-record but 
the current trend. For example, the 
1940 published loss ratios on automo- 
bile business would probably mislead 
reinsurers considering portfolios today 
unless they look at the uptrend. Where 
there appears to be a definite uptrend 
and neither the ceding company nor the 
reinsurer can agree on what the prob- 
able future development will be, the 
following type of arrangement is some- 
times made: Suppose the ceding com- 
pany’s loss ratio has been running about 
40 percent. It feels that the commis- 
sion on the business it cedes should be 
50 percent. This would allow the rein- 
surer a margin of 10 points for over- 
head and profit. 

The reinsurer points out that over- 
head will cut this margin to 2% points. 
But the direct writer contends that the 








reinsurer’s overhead will not be in- 
creased to this extent. This may be 
discussed back and forth for hours. The 


outcome may be an agreement under 
which the reinsurer in effect says to 
the direct writer: “We will allow you 
50 percent commission but the main 
thing we are interested in is whether 
the loss ratio is going up over 40 per- 
cent. Suppose we agree that for each 
point the loss ratio goes up we will pay 
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you one iii less eom and for 
each point the loss ratio goes down we 
will pay you one point more commis- 
sion. We can adjust the commission 
rate on a retrospective basis after the 
portfolio has run through the mill.” 
This is known as a guaranteed profit 
arrangement, since the reinsurer is guar- 
anteed a profit of 24% points no matter 
which way the loss ratio goes. On $1,- 
000,000 of business this would be $25,- 
000 which would not be a bad profit 
although as Mr. Cathcart pointed out 
it is not an undue amount considering 
the penalty on the reinsurer’s surplus. 


Reinsurer Must Meet Standards 


Mr. Cathcart brought out that the 
direct writing company can take credit 
for reinsurance in its annual statement 
only if the reinsurer meets certain stand- 
ards as to solvency. In New York the 
reinsurer must, under the new code, be 
licensed in New York if ceding com- 
pany is to take credit, although until 1940 
it did not have to be licensed in New 
York if it was admitted in other states 
and met the New York standards in 
respect to solvency. 

Most other states follow the old New 
York law, permitting a direct writer to 
take credit if the reinsurer is licensed 
in some other state. This arrangement 
gives reinsurers licensed in the United 
States a slight edge over alien reinsur- 
ers not licensed in this country. While 
this margin may be slight it is impor- 
tant at times, Mr. Cathcart observed. 
If a domestic company in New York re- 
insures with another carrier more than 
50 percent of its premiums in force it 
must get the written permission of the 
superintendent of insurance and the 
same rule applies to alien companies 
operating in New York. This restric- 
tion does not apply to companies 
domiciled in other states. There is no 
prohibition in any case on the reinsurer 
accepting more than 50 percent of an- 
other company’s business, however, no 
matter where the reinsurer is domiciled. 

The importance of portfolio, bulk or 
emergency reinsurance, Mr. Cathcart 
pointed out, is not so much in the fre- 
quency of its use but its extreme value 
when it is needed. 





OTHER REASONS 





Other reasons which Mr. Cathcart 
listed for the use of reinsurance were 
the following: 

1. To enable an insurer to eliminate 
its exposure when retiring from an 
agency, territory, or general class of 
business. The business given up would 
be reinsured 100 percent, usually with 
a friendly direct writing company. 

2. To expedite a liquidation or con- 
solidation. This would be on a port- 
folio basis and would be of course 100 
percent. Consent of the insurance com- 
missioner is almost invariably required 
in such cases. If the ceding company’s 
solvency were in question permission 
of the courts would probably have to be 
obtained. 

3. To comply with specific directions 
of the assured, agent or broker. This 
is known as directed reinsurance. It is 
usually effected to discharge business 
obligations or favors, For example a 
large New York bank in which many 
insurance companies have accounts 
would not want to complicate its insur- 
ance setup by giving a slice of business 
to each insurance company direct but 
it might direct the placing of the rein- 
surance. An agent or broker may direct 
reinsurance because of favors he has re- 
ceived from the reinsuring company or 
because of some special commission ar- 
rangement. 


Reciprocity a Factor 


4. Reciprocity for reinsurance re- 
ceived. This is not ordinarily a reason 
for reinsurance but for placing the rein- 
surance with a specified company. At 
times, however, a company will rein- 
sure a risk which it wouldn't otherwise 
reinsure just in order to meet an ob- 
ligation to reciprocate. . 

5. To satisfy statutory requirements. 
Under many states’ laws companies are 


barred from insuring any one risk for 
an amount more than 10 percent of their 
surplus to policyholders unless they re- 
insure the portion above 10 percent. 
Such reinsurance might be required to 
be placed with a company licensed in 
the state. Also, the federal government 
has an administrative ruling that as an 
obligee it will not accept any bond of 
a company which takes risks larger 
than this 10 percent figure unless the 
excess is reinsured with licensed com- 
pany, and if the large risk happens to 
be a surety case the company with 
which reinsurance is placed must be on 
the approved list of the Treasury De- 
partment. Mr. Cathcart remarked that 
this might be considered by some to be 
a mild form of federal supervision of 
insurance. An interesting feature of 
these laws limiting the size of a “single 
risk” that may be accepted is failure 
to define just what constitutes a single 
risk, Mr. Cathcart observed. If the 
total loss which might result from a 
single event were made the measure of 
a risk the rule might seem logical but 
a fire company under this rule would 
have to regard all its exposure in one 
city as a single risk, since the entire 
city could conceivably be destroyed by 
fire. Consequently there is small 
wonder that the legislatures have left 
to the insurance departments the task 
of defining what constitutes a single 
risk, he said. 


Power Interruption Ruling 


Several years ago the New York de- 
partment jssued a ruling regarding elec- 
tric power interruption which companies 
were issuing for many assured in New 
York City. A single catastrophe might 
hit all these insured. The department 
ruled that the aggregate liability as- 
sumed by each company constituted a 
single risk which therefore had to be 
limited to 10 percent of capital and sur- 
plus. 

Section 47 of the New York code 
exempts marine insurance, marine pro- 
tection and indemnity, and also work- 
men’s compensation and employer’s lia- 
bility from the 10 percent limitation. 

6. To penalize a bureau company for 
unfair competition against another bu- 
reau member. The complaining com- 
pany may, under bureau rules, require 
the company adjudged guilty of unfair 
competition to reinsure the business in 
question 100 percent with the com- 
plainant at the manual rate. This is a 
very effective way of penalizing the of- 
fender and yet does not disturb the in- 
sured, and the agent of the complaining 
company would receive the normal com- 
mission. The practice is not used very 
widely. 


INTERSTATE RISKS 


7. As a means of handling a risk’s 
incidental operations in states where the 
direct writing company is not admitted 
to do business. For example, in the 
case of workmen’s compensation or au- 
tomobile financial responsibility law re- 
quirements the company may have an 
interstate risk with minor operations in 
some states where the insurer is not 
licensed. A way of handling a situa- 
tion like this is to request a_ friendly 
direct-writing company to write the 
policy and reinsure it 100 percent with 
the controlling company, deducting a 
commission allowance to cover the ser- 
vice fee of the so-called “fronting” com- 
pany. This practice has been criticized 
by some insurance commissioners. 

The insurance departments’ ground is 
that the controlling company is trying 
to do indirectly what it cannot do di- 
rectly and is in effect writing business 
in the state even though it is not li- 
censed. The companies contend that 
the insurance department’s interest is to 
see that the public is protected and if 
the insurance covering operations within 
a given state is placed with an admitted 
company the public in that state is pro- 
tected. Some commissioners have 
banned the practice but Mr. Cathcart 
said that a number of companies doubt 














XUM 

















December 25, 1941 


the commissioners’ authority on this 
point. 

8. To effect an equitable distribution 
of liability on experimental or undesir- 
able classes of business, for example 
certain workmen’s compensation risks 
which companies might ordinarily de- 
cline but for which they feel a moral 
obligation to provide coverage. Insur- 
ance companies some times enter volun- 
tary assigned risk pools and a company 
will take a risk assigned to it but the 
liability will be distributed among the 
pool members, usually all companies 
licensed to do that kind of business in 
the state. This is very similar to the 
automobile assigned risks plan though 
the latter does not involve reinsurance, 
but each company retains risks assigned 
to it unless it has automatic or special 
reinsurance covering them. 

Discussing the various bases on which 
reinsurance is effected Mr. Cathcart 
listed eight types but devoted most of 
his explanation to the two principal 
forms, share reinsurance, and excess re- 
insurance. Share reinsurance places 
everything on a proportionate basis— 
premiums, losses, allocated loss ex- 
pense and salvage. Premiums of course 
are usually subject to a commission 
allowance. Share reinsurance was the 
original reinsuring basis and is still the 
principal one in point of premium vol- 
ume. It is also known as prorata, con- 
tributing, and participating reinsurance. 


EXCESS BASIS 


When reinsurance is on the excess 
basis the reinsurer is chargeable with 
losses only to the extent that they ex- 
ceed a stated amount. The possibility 
of involvement is more remote than in 
the case of share reinsurance and as a 
consequence the reinsurer receives less 
than a ratable share of the premium. 
The reinsurer pays allocated loss ex- 
penses on a proportionate basis, accord- 
ing to its participation in the pure loss, 
and is credited with all net salvage 
under the policy up to the point where 
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its position is made whole. Sometimes 
excess reinsurance is referred to as ex- 
cess of loss. The latter term is used 
frequently in the marine field and fairly 
often in the fire field, although the tend- 
ency is toward the use of the one word, 
“excess.” 

Going into the details of the opera- 
tion of the excess basis Mr. Cathcart 
said that in the event of loss any sal- 
vage belongs to the excess reinsurer 
until it has been reimbursed for its loss 
payment. However, the salvage would 
be figured on a net basis. For example, 
if the ceding company in its attempt to 
collect salvage, had succeeded in re- 
covering $20,000 of the loss but had ex- 
pended $3,000 in doing so, only $17,000 
would be available for distribution as 
salvage. 


Uses for Excess Covers 


Excess reinsurance is not attractive 
to the direct writing company unless 
there is a substantial saving in the re- 
insurance premium and the reinsurer 
cannot offer much of a saving, as com- 
pared with a share basis, unless the 
majority of losses will be within the re- 
tention limits of the direct writer. For 
example, there would be no point in re- 
insuring on an excess basis the prin- 
cipal sum in a personal accident policy 
because every claim would represent a 
total loss. 

Excess is not feasible where the in- 
cidence of total loss is high. Certain 
lines, such as accident and health, fidel- 
ity and surety, are practically always 
on a share basis though theoretically it 
should be possible to reinsure contract 
bonds on an excess basis and some 
underwriters do so today. But custom 
leans heavily to share reinsurance and 
there is no particular demand for excess 
in the surety market, though if there 
were a market would doubtless be made 
available. 

In burglary and boiler and machinery 
lines there is a trend to the excess basis 
and automobile liability and workmen’s 
compensation are almost invariably re- 
insured on an excess basis. Fire rein- 


surance is almost ‘ie on a share 
basis, except for the blanket catastro- 
phe covers. There is a decided tend- 
ency to use excess on inland marine 
business. Excess is occasionally used 
on ocean marine business but the bulk 
of ocean marine is on a share basis. 


Variants in Use 


Variants of share and excess reinsur- 
ance include contributing excess, usu- 
ally used when there is more than one 
excess reinsurer; and stepladder excess, 
under which the ceding company comes 
back in for a small participation at cer- 
tain levels of losses, a form not very 
often used though employed in the 
Workmen’s Compensation Reinsurance 
Bureau for occupational disease claims. 

There have been a few scattering re- 
quests for reinsurance for the excess 
over an aggregate limit but this is usu- 
ally used only on cases where the orig- 
inal policy itself contains an aggregate 
limit, as in products liability, malprac- 
tice liability, and some forms of gen- 
eral property damage. In such cases 
the reinsurer insists on the direct writer 
retaining a small participation in the 
excess. If this were not done there 
might be many claims during the first 
part of the year which would run the 
total up over the aggregate retention 
and the direct writer would no longer 
have any pecuniary interest in safety 
work, in cancelling a bad risk, or ob- 
taining favorable claim settlements. Mr. 
Cathcart pointed out that it is funda- 
mentally unsound not to require the 
direct writer to participate in excess re- 
insurance placed on the aggregate basis. 
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ing company if the cost is higher. An 
objection to this type of coverage is 
that the reinsurer is being asked to as- 
sume a risk which it is the normal 
function of a direct writing company 
to bear and hence the cost is high. It 
almost puts the direct writer in the posi- 
tion of an agent of the reinsurer, since 
it eliminates all underwriting hazards. 
In the casualty field the use of this 
coverage is limited to a few isolated 
compensation cases, while in fire insur- 
ance it is usually restricted to hail cov 
erage. 

A hybrid form of coverage is that 
which a marine company will sometimes 
buy. Reinsurance is placed on the share 
basis with a proviso that the reinsurer 
will contribute only in the event of a 
total loss. 


CARPENTER PLAN 


The spread-loss arrangement, also 
called the “burning cost” plan in the 
fire field or the Carpenter plan in the 
casualty field is a long term arrange- 
ment providing excess reinsurance on a 
cost plus basis, subject to certain min- 
imum and maximum rates. The term js 
usually five years, though some times 
three. The use of the — is almost 
entirely restricted to the fire field where 
the top limit of the cover is usually 
not more than $150,000 for any one dis 
aster and more generally $100,000. The 
retention of the direct writer is ordi- 
narily $5,000 to $10,000. 

It is customary to require the direct 
writer to participate in the excess cov- 
erage. The reinsurer might limit its 











“LOSS RATIO” EXCESS 


Another little-used form of excess is 
“loss ratio” or “stop loss” insurance. 
The reinsurer guarantees in effect that 
the ceding company’s loss ratio on a 
policy or class of policies will not be 
more than a certain percentage. The 
reinsurer agrees to reimburse the ced- 
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liability to 95 percent of the excess, the 
ceding company retaining 5 percent. 
Allocated loss expenses are almost in- 
variably added to the loss itself in de- 
termining the reinsurer’s liability. Can- 
cellation clauses are of many varieties 
Ordinarily the contract cannot be can 
celled except with the mutual consent 
of both parties, except under certain 
specified conditions which are very un- 
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likely to arise. Thus the contract is being sabia for seaiailaty. The 

virtually noncancellable. question of this advantage may be 
The most complicated feature of the removed only in the event that the 

burning cost plan is the determination “plus” in the cost plus is not too high, 


rate, Mr. Cathcart said. Theo- 
one way would be for the ced- 
in detail 


of the 
retically, 


ing company to supply great 
the data on é¢ach individual risk just 
as if for share reinsurance and then 


the reinsurer would make an appropriate 
discount, the amount of the discount de- 
pending on the presumable loss expect- 
ancy of each risk, but such a system 
would be so complicated as to be un- 
marketable. 

The usual approach is based on the 
following hypothesis: It seems reason- 
able to assume that, lacking drastic 
change in conditions, the experience of 
the past will be roughly duplicated in 
the future. If this true of normal 
sized losses it will also be true of shock 
losses though not with the same degree 
of accuracy unless a much longer period 
is considered. This is the approach which 
the reinsurer uses. 

The reinsurer asks itself, 
excess reinsurance contract been in 
force for the last five years, what rate 
would I have had to charge to pay my 
losses and overhead expenses and ob- 
tain a fair margin of profit? That will 
be the rate for the first year of my 
five year contract.” The formula will 
be: 


is 


“Had this 


A 100 


~~ ——- == Rate 
3 60 


Meaning of Formula 


In this formula A represents the ex- 
cess losses which the reinsurer would 
have had to pay during the previous five 
years, B is the premium income of the 
direct writing company over the last 
five years, while the factor 100 divided 
by 60 represents the increase in the 
pure premium to take care of overhead 
and profit. Of course, instead of the 
figure 60 the denominator might be any 


other figure the two companies agreed 
upon. 

The rate for the second and later 
years would be, according to the con- 
tract, obtained by applying the same 
formula to the five years immediately 
preceding, that is each year the first 
year in the five year period drops out 
and the latest year is added on. These 
subsequent rates, however, are subject to 
certain minimum and maximum figures 


specified in the contract. A typical rate 
for the first year would be 5 percent, 
subject to a minimum of 2 percent and 
a maximum of 10 percent, these limits 
applying throughout the life of the con- 
tract. 


PROS AND CONS 








As to the advantages and disadvantages 
peculiar to the spread loss type of re- 


insurance Mr. (Cathcart said he was 
neither an advocate nor a critic of it but 
recommended strongly that the class 
give some real thought to it as it is 
one of the most controversial subjects 
in the business today, particularly in 
the fire field. A strong point in its 
favor he said is that it eliminates de- 


tail work, as compared with share re- 
insurance. Instead of preparing the 
usual mass of records the ceding com- 
pany needs to spend only a few minutes 
every three months, applying the desig- 
nated rate to the premium volume of 
the previous quarter and sending a 
simple premium statement to the rein- 
surance company with a check to cover 
the balance due. Losses will be few 
and far between. The reinsurer can be 
billed for them as they occur. 

The spread loss plan enables a fire 
company to buy reinsurance on the ex- 
cess basis, which it would probably not 
otherwise be able to do. The natural 
consequence is that the company is not 
compelled to pay to a reinsurer such a 


large proportion of its premium income 
as is necessary in the case of share re- 
insurance. 

Another advantage, though possibly 


open to question, is that the method of 
calculating the premium on a cost plus 
basis assures the direct writer of not 


Mr. Cartcart said. 

Against the spread loss plan is the 
fact that by eliminating share reinsur- 
ance the direct writer has to carry a 
heavier burden in the way of unearned 
premium reserves. In the case of fire 
reinsurance this last consideration might 
be of particular importance. 

Another disadvantage of the plan is 
that by eliminating the necessity for 
share reinsurance a company will not be 
favored with reciprocal business from 
other companies. Finally, the rating 
basis makes a company pay for its own 
shock losses (within the limits of the 
minimum and maximum rates). Mr. 
Cathcart said this is what critics mean 
when they say that the protection under 
the spread loss plan is an illusion and 
that it merely enables a company to 
spread its shock losses over a five year 
period and places the ceding company in 
the position of a self-reinsurer. 


Lacks Casualty Appeal 


The probable reason that the spread 
loss arrangement does not appeal to the 
average casualty man is that the plan’s 
most striking sales point—the elimina- 
tion of detail—offers no substantial im- 
provement over the simplified rating, ac- 
counting and reporting methods which 
now prevail on casualty excess rein- 
surance. 

Touching on the various methods of 
distributing the risk, Mr. Cathcart men- 
tioned coinsurance, the condition which 
exists when two or more insurers as- 
sume coverage on the identical risk at 
the same time. The insured or agent 
used to go from office to office to get 
the required coverage until his “book” 
was filled. Each insurer would take a 
share and issue a separate policy. There 
was no contractual relationship among 
the insurers but under certain circum- 
stances it was possible for one insurer 
to bring action against another in chan- 


cery. For example, suppose a $10,000 
risk were insured in two companies, 


each carrying $5,000. In the event of a 
partial loss of $5,000 the insured could 
seek indemnification from either com- 
pany. That company would then be en- 
titled to obtain an order in court of 
equity for the other insurer to contrib- 
ute its ratable share. In the direct- 
writing field this could hardly happen 
today, Mr. Cathcart pointed out, since it 
is customary to insert the called 
“other insurance” provision to limit the 
insurer’s liability in the event of partial 


SO 


loss, to its prorata share of all insur- 
’ I 

ance involved. ‘lhe usual reinsurance 
contract, however, contains no “other re- 


insurance” clause and it seems quite 
likely that the well established doctrine 
of equitable contribution would apply 
among co-reinsurers. 


WASTED MUCH TIME 


As originally practiced, coinsurance in- 








volved so much w asted time that it 
might be —— “economically im- 
moral,” Mr. U nder _to- 


Cathcart sai said. 
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day’s conditions of pe and survival 
one reason why large enterprises have 
become large is that they have refused 
to countenance unnecessary detail and 
red tape and it is illogical to expect the 
managements of such enterprises to ac- 
cept insurance protection in the form of 
many policies which might take days to 
place when speed is essential. The in- 
surance business now operates efficiently, 
eliminating most of the detail incident 
to coinsurance as formerly practiced. 

Mr. Cathcart remarked that every con- 
tract issued by London Lloyds is a co- 
insurance policy and while we still have 
coinsurance it is much more efficient 
than it was originally. The same ap- 
plies to the many contracts issued by 
syndicates in the United States. Also 
the system of coinsurance is used on 
large surety cases and large burglary 
policies. The liability of coinsurers to- 
day is more often several than joint. 
Thus, a claimant can proceed against 
any one insurer only for the fractional 
percentage of loss represented by its 
coverage. 

Another way of distributing the large 
risk is through the medium of faculta- 
tive reinsurance. This was the original 
method of effecting reinsurance. Under 
the facultative system both the reinsurer 
and the reinsured have absolute freedom 
of choice as to whether or not they will 


enter into the reinsurance transaction 
and if so on what basis and at what 
terms. Facultative reinsurance is used 


on a much smaller scale than formerly 
because of the necessity of dealing with 
each risk separately and independently. 
By today’s standards it is a costly and 
cumbersome process from beginning to 
end. 

By far the largest part of fire and 
casualty reinsurance today is transacted 
under the treaty system, Mr. Cathcart 
said. Outstanding advantages include 
the elimination of a tremendous amount 
of detail work, higher commission rates, 
simplified reporting, broader coverage. 
The treaty basis involves mutual obliga- 
tions to transact reinsurance in the fu- 
ture under certain prescribed conditions. 

These conditions may vary widely but 
most treaties can be placed under one 
of the following categories: (1) Quota 
share: a fixed proportion of each risk 
written by the direct writing company 
must be reinsured under the treaty; 
(2) First surplus share: all or a stated 
portion of the liability remaining after 
the insurer has fixed its retention must 
be reinsured under the treaty. The in- 
surer is not obliged to reinsure but if 
it decides to do so it is obligated to 
place its reinsurance according to the 
treaty, giving that reinsurer the first 
share in the surplus; (3) Subsidiary sur- 
plus share: all or a specified portion of 
the liability remaining after the insurer 
has satisfied the requirements of the 
treaty which has priority must be rein- 
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sured under the subsidiary surplus 
treaty. These contracts are referred to 


as second 
share, and 


surplus share, third surplus 
so on; (4) Automatic surplus 
share: the insurer’s retentions are fixed 
by the terms of the treaty. All risks 
written for amounts exceeding these 
fixed retentions are automatically rein- 
sured under the treaty; (5) Excess: lia- 
bility exceeding the insurer’s retentions, 
as specified by treaty provisions, is au- 
tomatically reinsured under the treaty 
on an excess basis. 


MODIFIED TYPES 


Variants of straight facultative and 
straight treaty reinsurance include fac- 
ultative treaty reinsurance and semi- 
facultative treaty reinsurance. Under 
facultative treaty reinsurance both the 
ceding company and the reinsurer have 
the same freedom of choice as under the 
facultative system but any reinsurance 
offered and accepted becomes automati- 
cally subject to the terms of the general 
agreement signed in advance. This 
agreement might include provisions cov- 
ering premium and commission rates 
and a simplified accounting procedure. 

Under semi-facultative treaty reinsur- 
ance the direct writer is under no ob- 
ligation whatever to cede business to the 
reinsurer but if it does elect to do so 
the reinsurer is bound to accept. All 
that the ceding company has to do to 
exercise its option is to report its ces- 
sions to its reinsurer, This type of con- 
tract is not looked on with favor by 
reinsurers and its use is extremely rare 
in the American market. 

Other forms of distribution of risk in- 
clude pools under which the liability of 
insurers for certain types of risks is re- 
ported to a central bureau and then au- 
tomatically distributed among associated 
members according to a _ prearranged 
plan. Then there self-reinsurance, 
which is a fund established by an insurer 
to provide against exceptional losses. 
This, said Mr. Cathcart, is not really re- 
insurance but a device used to justify 
failure to distribute the risk in some 
more conventional manner. 
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And after that we would come to the 
processing of raw materials which are 
very much in the public eye since the 
repeated emphasis that has been placed 
on their scarcity. All tangible would 
then be fairly well covered. 

The building situation might then 
come in for a bit of consideration. In 
spite of the curtailment of private build- 
ing by government edict the hammers 

(CONTINUED ON NEXT PAGE) 
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Sturhahn’ s Book Is Well Received 
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Taxes Affecting Reinsurance Premiums, 
Underwriting Policy Affects Reinsur- 
ance, Investments, Underwriting Profit 
and Loss, Results of Direct Companies 
versus Reinsurance Companies, Graphs, 
Charts and Figures. 

Discussion of the principal forms of 
reinsurance commences by a_ brief 
description of the various types. Seven 
of the eight principal types described 
are then referred to in full with an in- 
dividual chapter devoted to each type. 
The appendix contains sample agree- 
ments covering these principal forms, 
and in addition nine other forms not 
popular enough to demand a complete 
chapter in themselves. Nevertheless, 
these other forms are touched upon 
briefly. 


Obligatory Treaty 


Reinsurance by Obligatory Treaty is 
the longest chapter inasmuch as this is 
the principal type and most popular 
form of reinsurance at the present time. 
Commission and contingent statements 
are gone into more fully than done 
heretofore in magazine articles, and 
some valuable points are brought out. 
Samples of sliding scale commissions 
mentioned in this chapter are found. 

In the chapters covering excess of 
loss and spread loss the author does 
not attempt to take either side but sim- 
ply to point out to companies consider- 
ing this form of cover the precautions 
and pitfalls to look for on a change- 
over. The author admits that this form 
of cover may be successful for the pur- 
pose it was devised, namely, to smooth 
out the loss ratio, and this even though 
it will probably cost the ceding company 
more than the more usual types of re- 
insurance. From the reinsurer’s point 
of view, however, the author admits he 
prefers them to the ordinary cover and 
feels a reinsurer has a better chance of 
profit under a given set of circum- 
stances. 

The author has devoted quite a num- 
ber of pages to the much discussed sub- 
ject of reciprocity and has brought out 
some points on both sides of the con- 
troversy, in addition to quoting some 
excellent comments by the renowned 
Dr. C. E. Golding. 

The chapter on Value of Reinsur- 
ance to the Agent is useful to agents 
in giving them a better understanding 
of their companies’ reinsurance opera- 
tions. 


National Reinsurance 


In the chapter on State or National 
Reinsurance the author points out the 
growth of state reinsurance, particu- 
larly in the South American countries. 

In connection with marine reinsur- 
ance the author used some excellent lec- 
ture material by Percy Chubb, with 
due credit. 

It is doubtful if anything has ever 
appeared in print concerning the sub- 
ject of guaranteed profit, to which Mr. 
Sturhahn devotes a chapter. The sole 
purpose of this contract is to assume 
the liability for a temporary time. 

Reinsurance between mutual com- 
panies is most interesting for a stock 
company man and especially is this so 
ot the sample mutual agreement in the 
appendix. Many executives have won- 
dered how mutual companies take care 
of the methods used. Due credit is 
given to mutuals by the author for their 
ee of reinsurance amongst them- 
se€ives 


Covers Underwriting Policy 


The chapter in Underwriting Policy 
Affects Reinsurance with its tables of 
number of losses and yearly number of 
fires in various categories should prove 
interesting to underwriters handling re- 
insurance accounts. While the tables 
have appeared in print before, never- 
theless the author has tied them in to 


show where reinsurance plays its most 
important part. 

The chapter on investments is brief 
and only for the purpose of showing 
why reinsurance companies should 
maintain a position of high liquidity. 
Tables here substantiate this reasoning 
and prove that the majority of rein- 
surance companies do maintain such a 
position. 

The chapter on Underwriting Profit 
and Loss with its tables of results for re- 
insurance companies is worthy of study 
by direct company executives. The au- 
thor has taken two periods of 10 years 
each and it is apparent from a compari- 
son of these tables that for the period 
1931 to 1940 inclusive the underwriting 
profit of every American company 
without exception has declined consid- 
erably. The reason is not in the losses 
incurred ratio which remained almost 
stationary but in expenses incurred 
which advanced almost four points due 
in most part to increased commissions. 
A third table shows underwriting re- 
sults of all professional reinsurance 
companies since 1919 and proves 
results of reinsurance companies seem 
to run in cycles. A fourth table shows 


individual reinsurance companies’ pre- 
miums and losses from organization 
through Dec. 31, 1940. 
Comparison of Results 

The chapter on Results of Direct 
Companies versus Reinsurance Com- 


panies is composed of tables and graphs 
comparing the results of direct com- 
panies versus reinsurance companies 
over a period of 10 years. The graphs 
are made from the tables and illustrate 
at a glance the higher loss ratios of 
reinsurance companies. With the excep- 
tion of tornado, the reinsurers’ loss ratios 
are considerably higher than direct 
companies, which fact has always been 
claimed by reinsurance executives but 
not always realized by the direct com- 
pany executives. In the fire branch the 
reinsurers were higher in 10 out of 10 
years; automobile six out of 10; ocean 
marine seven out of 10; inland marine 
eight out of 10. Tornado results show 
the reverse with reinsurance doing bet- 
ter in every year except two. In addi- 
tion the tables show the reduction in 
fire premiums of reinsurance compaies, 
and on the other hand the increase in 
inland marine premiums. The reinsur- 
ance companies have done better loss- 
wise for the last five years in the inland 
marine class than in the fire branch. 
These statistics are not only interesting 
but should prove valuable to executives 
in mapping programs, particularly after 
noting the constant reduction in fire 
rates and the rising loss ratio, which 
chart is also contained in the book, 


Many Charts and Graphs 


The chapter on Graphs, Charts and 
Figures contains charts and figures and 
also one of the more usual types of 
sliding scales of commission. Following 
this scale is an additional scale show- 
ing not only a variable commission with 
a betterment in loss ratio, but also a 
reward for increased volume. A 1940 
fire conflagration map showing fires 
which exceeded one-quarter of a million 
dollars each, and two earthquake maps 
are also included. 

At the end of the book will be found 
an index which provides a handy and 
quick reference, 
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are flying in the construction of new 
plants to be devoted to defense work 
and, needless to say, in hastily rearing 
quarters for the shelter of defense work- 


how 


ers and the aida army which has 
been built up over the past several years. 

At just about this point the average 
person’s outline of important phases of 
defense activity would come to a dead 
halt. In rare cases there might be a 
mention of the underlying factor which 
greased the ways for the speedy comple- 
tion of these emergency operations: In- 
surance. But chances are mightly slim 
that there would ever be the slightest 
mention of the next step down: Rein- 
surance. 


Complete View of Activity 


Yet, a look at a cross section of the 
files of any representative reinsurance 
company would give a vivid and com- 
plete picture of all the activity I have 
herein endeavored to describe as the av- 
erage person’s conception of important 
defense activity. There would be your 
plane manufacturers fully covered, your 
tank makers as formidably protected by 
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impregnable financial armor as their ma- 
chines are by steel. 

Every other aspect of armament activ- 
ity would appear in the reinsurance com- 
pany’s file. When you finished inspect- 
ing it you would have a complete, com- 
posite picture of national defense and ir- 
refutable proof that reinsurance is behind 
it... right at the base. 

Our business then is a good deal like 
one of the bottom men in an old time 
vaudeville acrobatic act. While the glit- 
tering chap on top executed the flour- 
ishes and took the bows the bottom men 
stood steadfast as rocks. Theirs was the 
deep satisfaction of knowing that with- 
out them the act would fast come tum- 
bling down. The insurance man today 
can justifiably have that same feeling as 
he senses the weight of American indus- 
try on his shoulders. And we reinsur- 
ance men can proudly share that feeling 
as we shoulder the portion of that weight 
that has been passed on to us. 
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it a challenge by the sound, realistic 
and practical men of the world to the 
politicians engaged in drawing political 
treaties and maps. It represents up to 
the war an appreciable element of peace. 
In the future it may perform this task 
of creating international honesty, de- 
cency, understanding and good-will, 
amongst mankind and countries, more 
effectively than it did in the past. 


Position of United States 
Will 
of this 


America remain passively outside 

international trade? Will it 
stand aloof, giving a cold shoulder to 
the many offers that naturally will be 
directed towards the United States? 

When this war is over, American rein- 
surance companies and, for that matter, 
ordinary insurance companies actively 
interested in reinsurance business— 
should have enormous possibilities 
throughout the world. There should be 
a great many reasons for this. One, 
which should not be overlooked, should 
be of a somewhat sentimental character 
the world will know that the United 
States primarily is its saviour from the 
yoke of totalitarianism, If it is true 
that Americans were popular in the 
world before the war, which I firmly be- 
lieve, there is considerable reason to 
believe that they will be respected and 
even loved from now on. This, in itself, 
is a pretty good starting point for valu- 
able business connections. But this at- 
titude will be coupled with the practical 
knowledge of the fact, that America only 
could perform this war task through its 
enormous financial resources and indus- 
trial wealth. American insurance com- 
panies will inspire a confidence without 
parallel in the world, and that, of 
course, would prove the decisive and 
productive factor. 


American Laws Differ 


This challenge is likely to be met by 
the argument, that the laws governing 
American insurance companies, particu- 
larly those regulations pertaining to 
their reserves for unearned premiums 
and outstanding losses, to such an ex- 
tent circumscribe the activity of Ameri- 
can insurance companies that they can- 
not afford to go into the international 
reinsurance market. It is perfectly true, 
that American laws, as they are at pres- 


ent, are incompatible with correspond- 
ing legislation and practices in most 
other parts of the world, and that 


American insurance companies for that 
reason would have a serious handicap 
as compared to other reinsurance com- 
panies. It is a common practice in most 
countries that a ceding company retains 
as a deposit an amount of the reinsur- 
ance premiums corresponding to the un- 
earned premium reserve, in some cases 
even a reserve deposit for outstanding 
losses. American reinsurance compan- 
ies in such cases would not be allowed 
under American law to take credit in 
their statements for these deposits, but 
would have to set aside their own re- 
serves in America for the same liability. 
This, of course, is liable to curtail any 
great international initiative which 
American reinsurance companies might 
have. 


Strange Legislation 


It seems strange, though, that a legis- 
lation actually should prevent a business 
from engaging in a rich and sound for- 
eign field. If the American reinsurance 
business as such, or individuals or en- 
terprises in it, actually realized their 
great opportunities in the international 
reinsurance market, there should also be 
ways and means whereby the legislation, 
without detriment to the policyholders 
in America which it tends to protect, 
might be changed sufficiently to allow 
American insurance companies to take 
their “place in the sun” of the world’s 
reinsurance field. 

American commercial papers in recent 
times have contained huge advertise- 
ments proudly heralding the fact that 
the advertiser has no foreign relations 


” 


or “entanglements,” purporting to in- 
spire confidence and esteem amongst ac- 
tual and prospectrve customers and, pos- 
sibly, having a certain appeal in wide 
circles. While such a statement may 
seem somewhat warranted under pres- 
ent circumstances, in principle and ba- 
sically it is, in the opinion of this writer, 
wrong and unsound. 

Such an advertisement, if it had ap- 
peared in a European country or in any 
other country I can think of, would 
rightly have been interpreted as an ad- 
vance notice of the fact that the adver- 
tiser in the near future would back out 
of the business altogether. 

I venture to say that the fear which 
is quite common amongst American in- 
surance men of engaging in active rein- 
surance operations outside of the United 
States, and the suspicion under which 
they would be cast if they did, in a large 
measure is due to lack of knowledge, 
interest, initiative and courage. 


American Leadership 


The world today is looking for Ameri- 
can leadership, not only politically but 
also economically. This is already a fact 
today in the greater part of the world, 
not in the least in Nazi-dominated Eu- 
rope. It will be true to an ever increas- 
ing degree from now on, and its peak 
will not be reached by the end of the 
present hostilities, but the tendency will 
increase for a long time afterwards. In 
the international reinsurance field Amer- 
ican companies will have chances greater 
than they ever had before. There should 
already be considerable possibilities in 
South America and Australasia. South 
America has been giving a considerable 
amount of reinsurance to Europe, and 
not in the least to Germany and Nazi- 
dominated countries. This business is 
likely to be replaced today or soon. 
America, when the war is over, may 
become the reinsurance center of the 
world and as such enjoy an enormous 
and profitable business. It should just 
be a question of making up one’s mind, 
say yes, and then accept the world’s 
willing offer. As it seems now, how- 
ever, the American insurance world will 
not be likely to realize the great oppor- 
tunity, showing by that a modesty which 
is very becoming, but at the same time 
in a rather sharp contrast to the average 
American’s sound conception of himself 
and his country in so many other fields 
of business activity. 


Reserve Release Deals 
Come to Front Again 


In the casualty field the reinsurance 
companies received some feelers indi- 
cating that there is a demand for re- 
serve release reinsurance at the end of 
the year on the part of some companies. 
For the past several years there has been 
very little demand for such accommoda- 
tions because the securities valuations 
have held up well and the direct com- 
panies have made premium gains in 
rather normal proportions, so that very 
few companies found themselves faced 
with a surplus problem at the end of 
the year. This year some of the direct 
companies have made very sharp pre- 
mium gains and apparently find that 
their surplus is not going to look too 
impressive. Hence they are desirous of 
reinsuring a block of business. Such 
demands were numerous in the depres- 
sion years particularly of 1930, 1931 and 
1932 but since then there has not been 
much of a demand along this line. 

None of the reinsurers relishes this 
type of business. On the other hand 
there is probably no reinsurer that would 
not be willing to extend such accom- 
modations to one of its good continu- 
ing clients. If a company has operated 
conservatively and at the end of the 
year needs financing that is one thing. 
Very often a demand for reserve relief 
comes from companies that have been 
pushing and have put on more volume 
than they can afford. The reinsurance 
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IE feel that they would not want 
to finance these companies on a reckless 
course, enabling them to compete with 
insurers that are operating correctly. 
Moreover, the reinsurance companies 
want to steer away from the possibility 
of having direct liabilitv in the event of 


the failure of direct companies. Litiga- 
tion that ensued under these circum- 
stances as the result of failures in the 


last depression was generally favorable 
to the reinsurers but it was expensive 
litigation to conduct. The situation today 
would be far worse because of the rein- 
surance agreement which is exacted in 
New York providing that liability of the 
reinsurer shall be based on liabilities 
rather than on losses actually paid by 
the reinsured companies. The reinsur- 
ers are not set up with organizations to 
handle claim matters on a direct basis. 

Reserve release reinsurance produces 
very uneven results from reinsurance 
companies. It means taking on a huge 
volume of liability toward the end of the 
year, For instance, if a million dollars 
of such business should be taken on in 
November and December perhaps an 
eighth of this would be earned by the 
end of the year which means that the 
reinsurer would have to put up reserves 
on some $880,000 of the business and 
commissions that are paid would have 
to go into the expense account. It 
would cost the reinsurer at least $300,000 
of its own surplus to finance a deal of 
such a nature. It is true that as the 
year goes on the liability goes off but 
the fact that the business has been on 
the books would affect the reinsurer for 
three years under Schedule P. 





Morale of Reinsurers 
Is High: Good Omen 
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newed for a longer term and the rules 
have been constantly liberalized to per- 
mit application of the term treatment 
to more risks. Prediction is made that 
eventually everything will be eligible 
for term writing. 

The activity of the premium finance 
companies has undoubtedly resulted in 
a great deal of business being written 
under the term rule that would ordinar- 
ily be written on an annual basis. 





An expression that is commonly 
heard in reinsurance circles is “under- 
writing against the cover.” Perhaps 
some insurance people only have a 


vague notion of what that means. 

Suppose that an insurance company 
has a conflagration excess cover of say 
$75,000 over $25,000. That cover was 
bought for the purpose of restricting 
to $25,000 the net amount that the in- 
surer might lose in any one fire. 

This same company might have a 
maximum capacity of $25,000 on any 
one risk, taking into account its own net 
retention and its treaty facilities. How- 
ever, the company might take a line of 
$100,000, for instance, justifying such a 
course on the fact that in the event of 
a total loss or a loss exceeding $25,000, 
there would be recovery under the con- 
flagration cover. It was as if the direct 
company had bought excess insurance 
on that particular risk. 


Price of Covers Fluctuates 


The price of these conflagration 
covers varies with the experience from 
year to year. Hence a company that 
decided to underwrite against a cover 
would soon begin to produce an increase 
in losses recoverable from the excess in- 
surer and the rate for the excess insur- 
ance would increase. 

That is believed to have been the 
genesis of the so-called burning cost or 
spread loss or Carpenter plan schemes 
that are used by a number of companies 
in place of regular treaty reinsurance. 

The cost of these spread loss plans in 
1941 is going to be considerably higher 
for some of the direct companies, it is 
anticipated, because of the severe losses 
that were passed on to the reinsurers 
this year. When reference is made to 
the shortage of reinsurance facilities 
usually the one who is making such 
criticism is thinking not of obligatory 
treaty reinsurance but of excess reinsur- 


ance or of facilities for “writing against 
the cover.” One reinsurance executive 
who is an old school obligatory treaty 
man says that if some of the American 
underwriters get what they think they 
want it would ruin their stomachs. 
Occasionally there is a demand for 
excess reinsurance ona specific risk. For 
instance, a direct company that takes 
$100,000 on a building might reinsure 
$85,000 over $15,000 by paying Lloyds 
from 6 to 8 percent of the premium. 
For instance, if the rate was 20 cents 
and the premium $200, the direct com- 
pany might get a Lloyds’ cover of $85,- 
000 over $15,000 for a premium of $16. 


Laments Passing of Day 
of Informative Bordereau 
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retrocessions, block lines assembled, 
conflagration limits observed. If one 
company got a lower rate on a risk 
than another, it was notified. If the 


cession was short of a full first surplus 
and the policy minus retention showed 
it to be available, we went after a. A 
tight supervision was mantained for 
constructive purposes. Twenty - four 
hours after the limits of the San Fran- 
cisco fire were known we were able to 
cable our New York office how much 
we had at risk and under which treaties, 
and advance loss payments were quickly 
on their way to the companies’ head- 
quarters in no time at all. That was 
reinsurance service in 1906, but it wasn’t 
done with skeleton bordereaux. We 
knew our facts and our business and 
hewed to the line and let the chips fall 
where they would. Ii is to be admitted 
that the outbreak of the war in 1914 
ended that chapter, but the Munich cer- 
tainly did a sound job with the mate- 
rial it received. Without being fully in- 
formed, we have good reason to believe 
that there is among us still a profes- 
sional reinsurance company of the high- 
est standing and reputation that gets a 
full bordereau and uses it, and refuses 
any other, and so far it shows no par- 


ticular diminution in its premium jn- 
come. Remember what Emerson said 
about the man who made the _ best 


mousetrap! 

There seems to persist a notion that 
reinsurance is a step-child, necessary 
evil, a fifth wheel, an accessory of the 
business about as useful as a spare tire 
on an automobile-—instead of which, it 
is the most important and indispensable 
tool in the writing of fire insurance. 
Like a lot of things, the more you put 
into it, the more you get out of it, and 
the more study given to the analysis 
of reinsurance cessions and their out- 
come, by ceding companies and reinsur- 
ers alike, the better will be the results, 
and the functions of reinsurance will be 
more properly employed. 

That treaty reinsurance has_ been 
treated like a football and kicked around 
and reduced in reputation is quite 
largely due to reinsurance companies 
themselves, They have by sins of omis- 
sion and commission cheapened a highly 
important business and permitted it to 
become a peddled product available to 
the highest bidder, instead of surround- 
ing it with a dignity that a self-respect- 
ing institution of such importance de- 
serves. If reinsurance companies are 
taken at their own price, they cannot 
complain if they get a bad bargain. On 
the other hand, if they want to do some- 
thing about it, there is no time to be 
lost, for we are headed for a situation 
where we will soon know “less and less 
about more and more.” 


One Square Mile Provision 


London Lloyds for the past sever ral 
months in its reinsurance contracts cov- 
ering malicious mischief and vandalism 
has been inserting definitions in an at- 
tempt to prov ide an agreement on what 
shall constitute a single loss. One such 
definition is that a loss shall not exceed 
one square mile, There is no attempt 
to restrict just how the square mile shall 
be layed out and apparently the direct 
insurer could do as much jerrymander- 
ing as it desired. 
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The personalized proposal shown above has most effectively helped 
ghly Royal-Liverpool agents to develop a profitable market for Garage 
it to Keeper’s Legal Liability insurance. For a complimentary copy, address 
e to i our Publicity Department. 
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: ROYAL’ LIVERPOOL GROUPS 


ONE HUNDRED FIFTY WILLIAM STREET, NEW YORK, N. Y. 


‘eral AMERICAN & FOREIGN INSURANCE COMPANY * BRITISH & FOREIGN MARINE INSURANCE COMPANY, LTD. * CAPITAL FIRE INSURANCE COMPANY OF CALIFORNIA * THE LIVERPOO' 
cOV- & LONDON & GLOBE INSURANCE CO. LTD. * THAMES & MERSEY MARINE INSURANCE COMPANY, LTD. * QUEEN INSURANCE COMPANY OF AMERICA * THE NEWARK FIRE INSURANC 
COMPANY * FEDERAL UNION INSURANCE COMPANY * ROYAL INSURANCE COMPANY,LTD. * THE SEABOARD INSURANCECOMPANY * STAR INSURANCE COMPANY OF AMERICA 





lism 

at- 
vhat 
such 
ceed 
mpt 
shall 
rect 
der- a 








Vira 








SWISS 


REINSURANCE COMPANY 
of 


ZURICH, SWITZERLAND 


Fire Reinsurance Treaties 


UNITED STATES BRANCH 


250 PARK AVENUE & NEW YORK CITY 
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